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RICHARD CHARLES MILLS 


Richard Charles Mills, who died on August 6, 1952, was born 
on March 8, 1886, at Ardmona in the Goulburn Valley, Victoria. 
His early education in a State school and the Melbourne University 
High School, was completed at Wesley College, from which in 1903 
he qualified for matriculation. His early academic interests remained 
with him throughout his life: he took from Wesley the English and 
History prize, and at the University Honour Matriculation examin- 
ation he was graded first in the first class honours lists in English and 
History. 

Entering Queen’s College as an Exhibitioner and James Scholar 
in 1904 he studied law, which in those days embraced also opportuni- 
ties to pursue wider fields. His first year results included first place 
in the honour lists in both English and History. Two years later 
there was evidence of a widening of his permanent interests with his 
first places not only in History but also in Constitutional History and 
in Political Economy, which was then at Melbourne still associated 
with Law. (Hearn was, too, still the chief text-book, and continued 
to be until D. B. Copland became Professor of Commerce). There 
was another hint of the future in his spending part of 1906 as private 
secretary to D. Mackinnon, then Leader of the Opposition in the 
Victorian Parliament. So his academic progress continued until he 
graduated LL.B. in 1909, in first place. 

It was however far from a purely bookish career. Tennis and 
cricket he played until late middle age, though in football he had to 
become a spectator much earlier. As an undergraduate he was variously 
Treasurer and Secretary of his College Sports Club. He was active 
in the William Quick Club, a debating society (he was prize orator 
in 1906, the year Shann was prize essayist). In 1907 he was elected 
first President of the Students’ Representative Council, for whose 
creation he had campaigned, and one of his main activities as Presi- 
dent was a successful movement for a ‘‘Student Club House’’, the 
Union of to-day. One of his earliest publications is a self-effacing 
story of its origins in Melbourne University Magazine for 1910. These 
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were the activities of a student politician; many a Parliamentary 
career has been founded on a slighter apprenticeship. 

But Mills’ dominant interests were academic, and he became 
tutor at Queen’s in Logic, History and Political Economy, and in 
1911 University Lecturer in Constitutional History and Law and in 
Roman Law and Jurisprudence. These were, however, only pre- 
liminaries to more far-ranging plans. M.U.M. had already announced 
that he was planning to ‘‘continue the study of political economy” 
in England whither he had been awarded one of the Orient Com- 
pany’s free student passages which were so valuable an aid to travel- 
ling scholars, and which happily have recently been re-established. 

From 1912 he was engaged under the supervision of Graham 
Wallas on the thesis which became Colonization of Australia 1829- 
42. This was a subject which met exactly his continuing and develop- 
ing interests in history, economics, and constitutional law. The book 
remains, after others have re-worked the field, the enduring authority 
on the Wakefield colonization doctrine; at the time it earned him the 
D.Se. (Eeon.), the Hutchinson Medal of the London School of 
Economies for the best research work of the year, and the Harbison- 
Higinbotham Scholarship of the University of Melbourne. To assess 
it here would be gratuitous; an historical monograph which is 
authoritative after forty years needs no recommendation. It has 
qualities, however, which were to characterize all that Mills did later. 
It is marked by meticulous precision and a nice weighing of evidence, 
which implies a labour which only those who have attempted similar 
work ean fully appreciate; it is encyclopaedic in its assembly of all 
the relevant data, and the ransacking of sources. There is a starkness 
about the style, a deliberate sacrifice of elegance for exact expression 
and of ornament for concise clarity. Mills was disposed later to be 
grateful to Walias for having forced him to take trouble over ex- 
pression, but it was his own natural bent. He was the despair of his 
colleagues who could not persuade him to leave in his published work 
the graceful irony and deft wit which characterised his spontaneous 
speeches. Composition for publication as a result he always found an 
arduous and even painful business, not least because he was acutely 
sensitive to shades of meaning and the exact values of words. He 
was the only man I ever knew to refuse to say ‘‘under the circum- 
stances’’. When, in 1934, he showed me the draft of Money which 
he had written in collaboration with E. R. Walker, with a challenge 
to identify their contributions, I returned an answer which was 
correct chapter by chapter, and almost completely correct for the 
final chapter where their separate contributions were measured in 
paragraphs. At his behest I explained, in detail, how my clues were 
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all based on usages of non-technical words, and was immediately 
sorry since it drove him to quite unnecessary final efforts to eliminate 
disparities of style. 

Besides Wallas, Mills came under two other personal influences, 
Lillian Knowles and Edwin Cannan. The former reinforced his 
abiding interest in economic history. Cannan introduced him to a 
type of economic theory which was in sharp contrast with courses 
which rested on Plutology as a text. Cannan’s economies was, as he 
always defiantly insisted, ‘‘simple’’, by which he meant both that 
he never pursued theoretical construction beyond the point where it 
was readily applicable to problems of practical policy, and that he 
strove to express it in terms which the layman could follow. It was 
a type of ‘‘welfare economics’’ which skipped lightly over philo- 
sophical chasms, and it was rooted in an historical approach to economic 
doctrine. (I could, however, never persuade Mills that Cannan’s 
Wealth had an immediate and direct origin in his editing of the 
Wealth of Nations). In a more general way, L.S.E. was a decisive 
influence on Mills’ later life. The Fabians were a power in the School, 
their approach to social and economic problems had not staled; 
Cannan’s welfare doctrines were at least congenial; and with Wallas 
the influence was direct. Ever after Mills’ activities were governed 
by a compelling sense of social duty. 

It was characteristic that even before his London thesis was com- 
pleted, Mills had in 1915 volunteered for the British Army. The 
following year he was in France with the 61st Siege Battery, with 
which he served throughout the war, attaining the rank of Captain, 
being wounded and mentioned in despatches. Later, erring students 
were to tremble as the benign professor froze into the British artillery 
captain taking a defaulters’ parade. Whenever he spoke of his war 
experiences it was invariably as an observer of the activities of 
others; no one ever induced him to describe his own part. When war 
ended he had a few months as education officer, first to his Brigade 
and then with the 3rd Army Corps before returning to Australia. 
With him came the wife he had found in Ireland. 

He had to wait for his academic niche, eking out a living with 
a Queen’s tutorship in History and membership of a Victorian Royal 
Commission on High Prices (1919). Then a year later he had to 
choose between a chair in New Zealand and a lectureship in the 
newly established Faculty of Economics in Sydney. It must have 
been a hard decision, but he wasted no thoughts on backward looks as 
he busied himself with what came to hand. Within a month or two he 
was writing to a friend. ‘‘I give about 12 lectures on the Control 
of Industry, also one a week on Public Finance, and not until third 
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term do I take the first year students for Distribution. I’m taking 
a P.Q.S. circle [students’ Public Questions Society] by request on 
Prices Profits and Wages 1913-21. Also there is an interesting little 
Society for Economic Research which consists of past and present 
students of economics. Up till now they have been rather playing 
around each at his own little plot, but I have brought in my famous 
idea of group research, and now they are all at work considering the 
concrete problem of unemployment in N.S.W. at present. It will take 
a year or so to try them out, and to see whether they mean to stick, 
but their mere existence is a good sign’’. The Society died shortly 
afterwards. 

A few months later Mills was chosen to succeed to the chair 
vacated by R. F. Irvine. Thus began the second achievement for 
which he is owed remembrance, the creation of the present school of 
Economics at Sydney. It had been established by the simple pro- 
cedure of separating a department of commerce (with a full-time 
staff of one—Mills initially made two) from Arts and calling it a 
Faculty. Mills, over the next twenty years, in the face of outworn 
hostilities from the city, unsympathetic resistance from senior Uni- 
versity dignitaries, and the straitened resources of the Great Depress- 
ion, built it up to a leading place. The first assistant he chose for 
himself was a recent London graduate aged 23, F. C. Benham. 

He took over a curriculum which embodied a miscellany of short 
courses, determined as much by the availability of qualified part- 
time staff as by the suitability of such courses for an Economies 
degree. Only one course in the subject Economics, for instance, was 
then compulsory, even for an honours degree. He remodelled it to 
require that a hard core of advanced work in Economics might be 
combined with various choices, though limited resources kept choices 
narrow and meant continued reliance on part-time staff. The honours 
standard he deliberately made stiff, establishing the principle that 
a Sydney first in Economics should be a real distinction. The Great 
Depression made it impossible for a number of years to think of 
further development. When conditions changed, Mills was in, for 
him, a difficult position. 

His senior colleagues had learned to respect his administrative 
ability. In 1934 the Professorial Board elected him chairman, and 
continued to re-elect him until he insisted on a change at the end of 
1941. It was his period of leadership that firmly established the 
principle that the Board was the University Senate’s adviser on 
academic questions. The chairmanship carried membership of the 
Senate, where he became a powerful figure, prominent in a number 
of battles. In addition he was active on the Extension Board and the 
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Appointments Board—the latter he rescued from a moribund state 
and established as an efficient and vigorous organization. Chairman- 
ship of the Professorial Board is a position second in power only 
to that of the Vice Chancellor, and the reach of his influence cannot 
be recorded in terms of formal positions. 

His exercise of that power was a good thing for the University 
but not entirely for his Faculty. In these years any reasonable de- 
mand he might have made for his own department or Faculty would 
have been at his disposal even had the case for expansion of staff 
not been overwhelming. (The depression had trebled student numbers 
and increased the full-time staff by one.) But Mills suffered from an 
acute conscience and the only staff issue he pressed was the elevation 
of F. A. Bland to the new Chair of Public Administration in 1935, 
an appointment for which separate funds were available. His depart- 
mental colleagues once sent him a copy of an obituary of G. W. 
Daniels in which, referring to Daniels’ similar self-denial at Man- 
chester, the writer said ‘‘when it came to the claims of his own 
department his colleagues were horrified by his moderation’’; Mills 
was told that the phrase would be quoted in his own obituary. 

The department, however, gained in other ways from Mills’ 
high standards. He was never very keen on recruiting staff from 
England; ‘‘British referees think anything is good enough for the 
Colonies’’ was his conviction, which many other heads of departments 
in Australian Universities have at times had unhappy occasion to 
share. While, however, he recruited his junior staff from his own 
students he demanded the highest standards of them, and his first 
care after their appointments was to send them abroad, and to 
different places—E. R. Walker to Cambridge, R. B. Madgwick to 
Oxford, H. D. Black to Harvard; he was disappointed when I pre- 
ferred Cambridge to either London or Manchester. He never directed 
his staff, running his department not only efficiently but unobtrusively 
so that things always seemed to happen by agreement. Members of 
the department had the greatest freedom to develop their own ideas 
and interests; but he always*managed to have a very clear idea of 
what they were doing and anyone who for too long rode his hobbies 
too hard or too far afield was gently restrained, usually without 
being aware of the fact. His time was always at their command, 
whether to sort out personal difficulties or to discuss a problem of 
teaching and research. 

His own academic work during these years settled down to two 
chief lines, which presented the combination of law, polities and 
economics which attracted him: money and public finance. The first 
interest was reflected in two text-books, the first with F. C. Benham, 
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the second which is still in print, with E. R. Walker. The latter led 
him to the study of federal financial arrangements in Australia. 
But he was always vulnerable to requests from outside. He accepted 
as a duty requests for public lectures on current economic issues, and 
an invitation to serve on the Queensland Commission on the basie 
wage. Characteristically he was not conspicuous in the moves which 
led in 1924 to the foundation of the Economie Society of Australia 
and New Zealand, but he was active in the organization of the N.S.W. 
branch, and his membership of the editorial board of the Economic 
Record was a working one. In practice the chief adviser to the editor 
was Mills, to whose judgement Copland submitted all articles offered, 
to be rewarded with a prompt and searching commentary, which 
never failed even when Mills, at a later date, was travelling with the 
Grants Commission. Characteristically, too, he insisted on resigning 
this position when he vacated his chair. He counted himself lucky 
that he escaped being drawn into depression tasks because in 1930 
he was in America as Carnegie visiting professor. (He took with him 
his family—‘‘for my eduecation’’ he told a friend who doubted the 
educational gain for his four children, the youngest of whom was 
two.) 

In 1936 he was chosen as the economist member of the Royal 
Commission on Banking on whose report he had great influence. It 
brought him the respect and friendship of J. B. Chifley, who was 
serving as the Labour member. They had in common the fact that 
each appeared to have been chosen primarily because each was be- 
lieved to be ‘‘safe’’ by contrast with any of the obvious alternatives. 
Perhaps their first meeting ground was that neither lived up to 
such intentions. The Evidence, which has never had the attention 
its great value merits, shows them as quietly but pertinaciously pur- 
suing the important questions. Chifley kept the contemporary politi- 
cal issues from swamping in technical detail. Mills, as his colleagues 
later were grateful to acknowledge, used all his tact, charm, and skill 
in persuasion, to smooth the craggy path by which six people with 
divergent and strong views worked together often in disagreement. 
The structure of the report owed much to him and he was the initial 
draftsman of large parts of it—drafting rapidly and clearly the 
general sense of a meeting with which he was not necessarily in accord 
was an art in which he was exceptionally skilled. 

The warm regard between himself and Chifley may have had 
something to do with his appointment in 1941 as Chairman of the 
Commonwealth Grants Commission, a post he held for five years 
when the problems to be determined were the new and difficult ones 
of a federal system being remoulded by war. But there was more to 
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the choice than that. The Commission has always had at least one 
academic member, and Mills was not only better qualified than any 
possible alternative, but exceptionally well-qualified. Not least of 
his qualifications was that, although he was known to look with 
favour on the expansion of Commonwealth functions, to regard 
Australian federation as disintegrating, and to be as firm in pur- 
suing an honest conclusion as he was persistent in searching out the 
facts, yet nevertheless his appointment was welcome to the claimant 
States whose often somewhat thin arguments for Commonwealth aid 
he had to assess. 

The following year, 1942, he was invited to chair the Uniform 
Tax Committee. It is no secret that the plan recommended and 
adopted was that of Mills, the fruit of his long practical and theoreti- 
eal study of federal finance; it is perhaps not so well known that he 
had already two years earlier, individually advanced precisely the 
form of solution adopted, but at that stage without receiving atten- 
tion. The plan owed much to Mills’ competence as a constitutional 
lawyer ; when legal challenge was announced he was quietly confident : 
“it will stand up’’. 

This was merely one piece of his war work. He was the first 
“‘outside’’ member of the Finance and Economie Committee which 
in the first three years of war was influential in shaping the think- 
ing behind Australia’s war economy ; the initiation and early develop- 
ment of Army Education during the war owed much to him, and 
there were other unpaid and unrecorded services. Meanwhile his 
University burdens were increasing. As one after another of his 
staff was taken for war work, he made no move to replace them. By 
1942 his staff (all like himself doing part-time war jobs) was down 
to 1922 levels; that year he himself was doing teaching which two years 
earlier had been done by three people, despite the Grants Commission, 
Uniform Tax Committee, and the Finance and Economie Committee. 
He combined a compelling sense of public duty and patriotic obli- 
gation with a strong repulsion for any sort of demonstration; he 
could no more mouth patriotic phrases than he could resist the 
demands of his own high standards. During the discreditable public 
controversy over petrol rationing in 1940 he quietly sold his own 
car, making sure it went to military use. 

The war brought finally at the end of 1942 the only call which 
could have taken him completely away from the University, to the 
full-time chairmanship of the Universities Commission, and later the 
directorship of the Office of Education. The first was concerned with 
the administration of Commonwealth wartime policy in relation to 
Universities, which from this time was built on the two principles 
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of financial aid, where needed, to all students who were reserved, 
and reservation according to systematic estimate of probable needs 
for graduates, including the maintenance of liberal studies. Mills was 
not, except in minor degree, responsible for the initial adoption of 
the policy, which was more enlightened than the contemporary 
policies of Britain or U.S.A., but it was a policy which had his en- 
thusiastic support. Broadening educational opportunity was ever 
dear to his heart—‘‘The only thing about which Mills gets shiny- 
eyed’’, a friend commented. But he'was also keenly alive to the 
difficulties of implementing wartime manpower policy in ways which 
would involve least interference with University freedom, would 
select for reservation those students most likely to succeed while 
treating all as individuals, would keep University numbers to the 
levels dictated by wartime demands for labour and yet not per- 
manently damage the liberal side of the Universities. In 1942-43 the 
Faculties of Arts of Australian Universities, in some measure in- 
fluenced by their Vice Chancellors, were almost ready to put up the 
shutters; the Universities Commission, their favourite target, was 
Jargely responsible for averting that fate. 

The Office of Education was concerned with the already quite 
remarkable range of Commonwealth educational activity. Mills had 
a lot of fun privately deciding the constitutional basis for activities 
which ranged from Lady Gowrie Homes to financing research in 
State Universities, from native schools in the Northern Territory to 
creating the Australian National University, from continuing into 
peace the wartime Current Affairs Bulletin to University Scholarships. 
Some of the activities were clearly federal responsibilities—the Re- 
construction Training Scheme or UNESCO for example. 

Of the National University, with its exclusively graduate student 
body, he remained highly sceptical, although as Chairman of its 
Council he worked hard in the foundation stages. Repatriation 
Training and the Commonwealth University Scholarships had all his 
heart. Unesco duties interested him but were a great strain. They 
entailed both during and after the war air trips abroad which took 
toll even of his endurance. He was unashamedly afraid of air travel 
—but he went. The last great service to education was the report in 
1950 of a special committee on University finance, which established 
the principle that the Commonwealth Government should take a 
large share in the finance—but not control—of Universities. 

It is a remarkable record, not perhaps that of a great man (he 
would have hated the label) but of a good citizen. Whatever he set 
his hand to was executed with disinterested devotion, an almost re- 
lentless conscientiousness and industriousness, and with a persistent 
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conviction that getting the job done mattered, not the credit for it. 
When he died, the Ministerial head of his department made no 
public reference. His friends were angry but Mills would not have 
had it otherwise. Yet his place in our history is secure. No student 
of Australian history will miss his book on Wakefield. No other 
individual of his generation has done so much in his own person to 
modify Australian federalism. His services to University education, 
yet to come to their full fruits, are unrivalled in this century. To 
those who only knew him officially he could seem a remote and formal, 
even forbidding person; few of them realized that this air was his 
protection for an unexpected shyness and diffidence. To his colleagues 
and friends (who included always his students) there was another 
and lovable Mills. His help and advice were always ready, and few 
of us ever defeated his nimble avoidance of gratitude. A delightful 
dinner companion, he had a great gift for spontaneous wit and a 
boyish delight in fun. 
8S. J. BUTLIN. 

University of Sydney. 


BIBLIOGRAPHY OF R. C. MILLS 


This does not profess to be complete. Mills kept no personal 
collection of his writings, and the entries (supplied by him), in the 
‘‘Biblographical Record’’ in the Calendar of the University of Sydney, 
which ought to be complete (except for ephemera) for the years 
from 1921 to 1946, have gaps. As the list below shows, he contributed 
to minor journals and other publications which may have escaped 
notice—a tribute to his readiness to help a worried editor. 

But in addition I have felt it right to exclude a number of groups 
of items, chiefly— 


(1) Unpublished reports to governments of which Mills was 
part-author. Some of these are referred to in the article above; in 
other cases either the reports are no longer of importance or the 
extent of Mills’ contribution is uncertain, while in all the reports 
are not published. 


(2) Topical contributions to minor journals, newspaper articles 
and the like, except for such items as Mills himself recorded in the 
University of Sydney Calendar. The total bulk of such writing was 
considerable. For instance over a long period in the thirties he 
contributed a weekly column to the Sydney Sunday Sun expounding 
elementary economies in the form of a dialogue between an economic 
student and his father. (The curious may find them under the title 
‘Diary of a Doctor who was Told’’—a title explained by another 
column in the same paper). 


__ (3) Jeux d’esprit such as his perennial but always changing 
lighthearted ‘‘Lecture on Tobacco’’ of which incomplete reports 
appeared in various journals. 
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(4) His pseudonymous fiction (short stories) where I respect 
his own explicit wish that the place of publication and identity of the 
author should be left unrecorded. 


10. 


11. 
12. 


13. 
14. 


15. 
16. 
a%. 
18. 


19. 





1913 


“Wakefield and the Colonial Reformers” United Empire, vol. IV. 
(new series), No. 6, June, 1913. Pp. 481-487. 


1915 
“The Labour Party in Australia”, Clare Market Review, vol. X, 
No. 3, June, 1915. Pp. 10-17. 
The Colonization of Australia 1829-42. Pp. xx + 363. London, 
Sidgwick & Jackson, 1915. 


1919 


(Victorian) State Royal Commission on High Prices, 5 Reports, 
with Sir J. W. McCay and R. E. Williams. Melbourne, Government 
Printer, 1919. 

1921 


“The Study of Australian History”, N.S.W. Education Gazette, 
December, 1921, vol. XV, No. 12, pp. 193-7. (See item No. 22, 1928). 


1923 
The Practical Value of Study of Economics. Pamphlet, pp. 1-28. 
Sydney n.c. (1923). 
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THE BEEF INDUSTRY IN NORTHERN 
AUSTRALIA 


I. Introduction. 


II. The Environment of the North. 
(a) High and Low Rainfall Country. 
(b) Integration of Major Regions. 
(c) Cattle Movement. 


III. Management Systems and Problems. 
(a) The Open Range System. 
(b) Water Supplies. 
(c) Fencing. 
(d) Pest Control. 
(e) Housing. 
(f) Management and Investment in Individual Properties. 
(g) The Potential for Increased Production. 


IV. Public Policies in the North. 
(a) Land Tenure. 
(b) Railways. 
(c) Taxation. 


V. Conclusions. 
I 


The resources of Northern Australia impose limitations on the 
beef production potential, yet will respond to skilful management. 
In this article some of the oustanding features of the beef cattle 
industry in Northern Australia will be discussed. Attention is 
concentrated on the Northern Territory, but for many purposes the 
North must be considered as an integrated whole. 

More than half of Australia’s estimated 1953 beef cattle popu- 
lation of 10:5 million, are in Queensland (5:4 million). The Northern 
Territory has about 1 million, and the Kimberleys of Western Aus- 
tralia have 80 per cent of the 0-6 million cattle in that State. It is 
apparent, therefore, that the level of production achieved in Northern 
Australia will exert a controlling influence on the expansion of pro- 
duction which the beef industry is being called on to achieve.! 

Many aspects of policy are involved, for the problems which are 
discussed can be resolved only by efficient and co-ordinated use of 
land, labour and capital. In the use of these resources, governments 
and private enterprise each have responsibilities. The Governments’ 
actions have a direct influence on forms of land use, land tenure and 
marketing policy, conditions of employment of labour, and on public 
investment in facilities such as railways, roads and stock routes for 
the movement of cattle. Landholders, in their turn, influence the use 
of resources by setting their own standards of management, of in- 


1. Agricultural Production Aims and Policy, Department of Commerce and Agriculture, 
Canberra, 1952. 
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vestment in structural improvements, and of the extent to which 
they are prepared to contribute resources in the present for pro- 
duction in the future. 

The Census of 1947 revealed the population (excluding full 
blooded aborigines) of Northern Territory to be 10,868, composed 
of 7,378 males and 3,490 females. There were 1,042 males engaged 
in primary production, including 69 in fishing, hunting and trapping; 
967 in “‘agriculture, grazing and dairying’’ and 6 in forestry. Of the 
967 in agriculture, grazing and dairying, 875 were engaged in 
grazing. There were also some 13,900 full blooded aboriginals, of 
whom 10,985 were employed or living in proximity to settlements. 

The 1947 Census data in Table I showing the occupations of 
persons (excluding full blooded aborigines) employed in primary 
industry in Northern Territory emphasize the importance of the 
pastoral industry. 

TABLE I 


Occupations of Persons Engaged in Primary Production— 
Northern Territory, 1947? 


























| 
Industry 
m™ - ae 
iccupation Huntin: rimary 
Grazing ioe. 7 and © Forestry Production 

Farm Workers ae ‘48 ee 207 65 1 oo 273 
Farm Contractors .. ne ne 8 3 ~- - 11 
Drovers and Stockmen .. om 373 — = — 373 
Fishermen, Trappers, Hunters .. 6 — 55 a 61 
Forest and Timber Workers ee 1 — — 1 2 
Proprietors, Directors, etc. n.e.i. .. 53 13 4 3 73 
Managers .. cx cs am 45 ~~ —_— — 45 

Professional, Commercial and 
Clerical .. as ie Sa 26 — _- — 26 
Domestic, gardeners, cooks ny 88 6 1 — 95 

Craftsmen, operatives and 
labourers. . ks pis i 101 5 8 2 116 
Indefinite .. + es re 9 — — ~-- 9 
| 917 | 92 | 69 | 6 1084 
| 








At 31st March, 1953, the population of the Northern Territory 
was estimated to be 16,223, composed of 9,831 males and 6,392 
females. ‘ 

II 


(a) High and Low Rainfall Country. Much of the beef pro- 
ducing area in Northern Australia is favoured by good rainfall, but 
concentration of rains in the summer months reduces its effectiveness. 
Furthermore, except for the Atherton Tableland, and fertile Queens- 


2. Including 42 females, 23 of whom were ged in d tic employment. 


























1953 BEEF INDUSTRY IN NORTHERN AUSTRALIA — 191 


land coastal areas, the bulk of the land under high rainfall is made up 
largely of poor quality laterites, sandstone, ironstone or granite 
soils. 

The 20th parallel of latitude, which runs approximately through 
Charters Towers, Camooweal, Tennant Creek and Port Hedland, 
divides the high rainfall country to the north, from the lower rainfall 
(6” to 25” per year) to the south. In the south, soils are better, 
and grasses are shorter, less bulky and more nutritious; where rain- 
fall is lower and temperatures high, as on the Barkly Tableland, 
there is greater freedom from diseases and cattle tick. In the south- 
east of the Barkly Tableland,*? on an 8” rainfall, with an average 
carrying capacity of four beasts per square mile well bred steers 
can be finished to 700 lb. at an age of three years. This contrasts with 
the position further north. In the Darwin-Katherine region cattle 
finish to an average of only 500 lb. in some six years, and carrying 
capacity averages about six beasts per square mile.* The difference is 
due to the poorer quality of pastures in the high rainfall area and 
prevalence of pests. These low rainfall beef areas merge into the 
arid desert regions of the interior. 

In both high and low rainfall country, the effect of the long dry 
period, normally from March to November, is to limit severely the 
carrying capacity of the country. Cattle suffer a loss of condition on 
dried out pastures towards the end of the dry season. The critical 
turning point in the nutritional level of the dry pastures occurs about 
the month of July. From then on to the wet the pastures deteriorate 
progressively and are not sufficiently nutritious to maintain the 
condition of cattle. Consequently, cattle suffer a severe check almost 
every year, which retards their growth and therefore affects the age 
of maturity. 

Apart from the severe fluctuations in supplies of feed within 
each year, there is an ever present danger of failure of summer 
rains and development of severe drought conditions which cause 
failure of surface waters, reduced feed supplies, and concentration 
of cattle on smaller areas watered by more reliable water points. 
As evidenced by the failure of summer rains in the 1951-52 drought, 
when some 250,000 cattle (including 50,000 calves) died of star- 
vation in the Northern Territory, losses can be severe and are con- 
centrated in the breeding cows. This in turn prevents any rapid 


3. C. S. Christian, et al., Survey of the Barkly Region, Northern Territory and Queens- 
land, 1947-48. Commonwealth Scientific and Industrial Research Organization, Land Research 
Series No. 3, Melbourne, 1952. 

4. The carrying capacity of the Darwin-Katherine region is estimated on the area of 
useable grazing land with a developed capacity of from 3 to 12 beasts to the square mile. 
Land with a carrying capacity of less than 3 beasts to the square mile was eliminated. 

5. C. S. Christian and C. A. Stewart, General Report on Survey of Katherine-Darwin 
Region, 1946. Land Research Series No. 1, Commonwealth Scientific and Industrial Research 
Organization, Melbourne, 1952. 
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re-establishment of herds after these prolonged droughts. Cattle 
numbers in the Territory cannot be expected to return to pre 1951-52 
drought levels before 1957. 

Annual rentals for properties in Northern Territory generally 
range from 1/- to 8/- per square mile, with conditions regarding 
provision of improvements by the landholder. Some measure of the 
land value may be obtained by capitalizing say 5/- per annum at 5 
per cent, ie. 100/- per square mile, or 1:9 pence per acre. An 
existing ordinance states that at any reappraisement (usually every 
ten years) the rent shall not be raised by more than 50 per cent. 


(b) Integration of Major Regions. Within the two major areas 
of high and low rainfall, several cattle regions may be defined, on 
the basis of the productivity of the land and its suitability for pro- 
duction of different kinds of cattle. The Kimberleys,® the Northern 
Territory excluding the Alice Springs area, and the portion of the 
Barkly Tableland extending into Queensland, plus the Gulf of Car- 
pentaria and Cape York Peninsula, represent the great store cattle 
reservoir of Northern Australia. The best of this breeding area is 
the Barkly Tableland. Choice fattening areas are the Channel 
country’ of South-west Queensland (in favourable years), Central 
Queensland, (e.g. the brigalow country) ,* and the better cattle areas 
of coastal Queensland (e.g. the Fitzroy River and Burdekin River 
basin) much of which is also suited to breeding stores. The remaining 
regions are less specialized and are suited for both breeding and 
fattening. These specializations within regions introduce one of the 
major problems of the north—the movement of cattle. The cattle 
produced as stores in the East Kimberleys and Northern Territory 
tend to flow eastward to fattening areas, and to a far less extent 
southward to Alice Springs. 


(c) Cattle Movement. In the great east-west treks of cattle on 
the hoof, movement is by stock route, cattle travelling long overland 
distances, sometimes up to 1,500 miles. During such long treks, 
cattle may be on the stock routes for periods up to seven months. 

Despite the environmental factors which determine the direction 
in which cattle movements occur, the development of Australia, and 


6. See W. M. Maze, “Settlement in the Eastern Kimberleys, Western Australia’, The 
Australian Geographer, Vol. V, No. 1, June 1945. This paper contains a more detailed review 
of soils, climate and production problems in the Eastern Kimberleys. 

7. The Channel Country of South-West Queensland, Bureau of Investigation, Technical 
Bulletin No. 1, December 1947, Brisbane. See especially P. J. Skerman, “The Pastoral Aspects 
of the Cooper Country”, Jbid., Chap. VI. The Annual Reports of the Bureau of Investigation 
also contain much valuable information relating to beef production in Queensland. 

8. Areas predominantly covered with brigalow (Acacia harpophylla) forests. For dis- 
tribution of these areas, see J. N. Farmer, S. L. Everist, and G. R. Moule, ‘‘The Climatology 
of Semi-Arid Pastoral Areas”, Queensland Journal of Agricultural Science, Vol. 4, No. 3, 
September 1947, p. 52. See also P. J. Skerman, ‘“‘The Brigalow Country and its Importance 
to Queensland,” Journal of the Australian Institute of Agricultural Science, Vol. 19, No. 3, 
September 1953. 
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the existence of State boundaries, have encouraged development from 
the coast inwards, and along the north-south line in Central Aus- 
tralia. The only complete north-south railway link is along the east 
coast.2 Consequently there are serious breaks in the continuity of the 
transport system needed to move store cattle into fattening areas. 
Much of the argument for increased public investment in transport 
rests on the singularly unfortunate way, from the viewpoint of the 
beef cattle industry, in which existing railways have been developed. 
The need for the provision of adequate transport to facilitate move- 
ment of cattle is reinforced by the frequency of droughts when (apart 
from provision of additional watering points and controlled grazing) 
large scale movement of cattle is the only means of avoiding heavy 
losses from starvation. During the 1951-52 drought great savings of 
stock could have been achieved, if adequate transport had existed to 
move stock from drought stricken country to areas where agistment 
was available. These same lines would also serve to facilitate move- 
ment of store cattle in normal years into fattening areas to the east. 


III 


Improved beef cattle husbandry in the North must be founded on 
more labour, control of cattle tick, minimization of drought losses, 
improvement of stock quality, provision of adequate watering points, 
and adequate fencing. Such improved husbandry must also be co- 
ordinated with more efficient use and management of existing pasture 
and edible shrubs. 


(a) The Open Range System. Many of the present difficulties of 
the beef industry in the North—the heavy losses by drought, diffi- 
culty of securing labour, poor quality stock, prevalence of pests, and 
unevenly grazed land—can be traced to the open range system. This 
system is one of extensive cattle grazing in unfenced areas by herds 
which remain out of control except for the handling involved when 
cattle are mustered for annual branding, drafting and counting of 
those to be turned off. One result may be that the cattle to be 
marketed are kept in hand, from camp to camp, by the ecattlemen for 
periods up to eight weeks with consequential heavy loss of condition. 

The open range system enables large holdings to be operated with 
only a limited investment in improvements such as watering points, 
fencing and housing for employees. It enables a high return per £ 
invested to be obtained, sustained by low returns per square mile, 
since the major investment is in cattle. But the system tends to be 

9. The gaps in the inland North-South connection between Longreach and Charleville 


and between Cunnamulla and Bourke are particularly important in limiting the effectiveness 
of existing railway transport. 
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exploitative and wasteful of pasture because where natural waters 
are not supplemented, cattle concentrate their grazing around the few 
available watering points and leave other land unused. Cattle thus 
degenerate in quality because breeding is not controlled ; hence culling 
is often limited to the shooting of scrub bulls from time to time; and 
finally, it provides poor working conditions for the station labour, ex- 
poses employees to unnecessary risks in working cattle and provides 
few opportunities for them to develop any real interest in the welfare 
of the property itself. 

Efficient use of the land is the basis for successful development. 
There has been a tendency to leave this problem to the landholders 
alone. The experience of the past shows that the importance of 
station improvements, such as bores and dams for water, fencing, 
stockyards and station buildings, has not been fully recognized by 
many landholders. 


(b) Water Supplies. Provision of adequate and well dispersed 
watering points, in combination with adequate fencing and suitable 
stockyards, is an essential component of efficient management in the 
North. It is particularly important because cattle cannot graze 
beyond three to four miles around a watering point without over- 
exertion and undue loss of condition. Furthermore, grazing time is 
lost while cattle walk miles between water and feed. Thus an area 
of say 50 square miles should be the maximum area grazed around 
one watering point. 

The watering points may be natural surface waters, dams or sub- 
artesian bores sunk to tap the underground (subartesian) water 
table at a depth of 100 up to 800 feet. Artesian bores also are import- 
ant in Queensland. As mentioned previously the areas where natural 
supplies are abundant—the high rainfall areas—are generally com- 
posed of poorer soils. The natural surface waters may dry up in a dry 
season and stock be forced to concentrate in unduly large numbers 
on pastures surrounding bores or dams. Weaker animals (particu- 
larly breeders and calves) perish because of the excessive travelling 
to areas where feed is available and it is by no means rare in dry 
seasons to see cattle dying or low in condition around water points, 
whereas eight to ten miles away good dry unused feed exists. 

The six to nine months of the dry period in the North really con- 
stitute a partial drought, which is usual each year. The failure of 
summer rains intensifies the water problem since the summer drought 
period is normally preceded and then followed by dry seasons. On 
the Barkly Tableland, for example, the summer rainfall in normal 
seasons causes the creeks to run and create temporary surface waters 
lasting for four to five months. Normally while cattle graze the areas 
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around surface waters the bores are sealed up and the areas around 
them remain free from grazing. But if a drought occurs the country 
around the bores must be grazed for up to 18 months instead of five 
or six, with detrimental effects on both the pastures and the cattle. 

The concentration of grazing around inadequate numbers of 
watering points is one of the clearest indications of the under-developed 
state of the North. Some of the best breeding and fattening country 
is inadequately watered at present. The difficulties associated in the 
past with improvement of watering supplies include these most 
frequently advanced by landholders—terminating tenures, inadequate 
compensation for improvements, and costs of establishing bores. A 
further deterrent is the risky nature of the exploration for water, 
which when found may, in some areas, be too salty for use by stock. 
Nevertheless the establishment of more watering points (surface 
catchments where suitable bore water cannot be found) is essential 
if production is to be expanded. Improved water supplies provide 
one of the most effective means of using the grazing resources of the 
North to their full capacity. A few highly developed properties 
already have a watering point to every 25,000 acres (40 square miles). 
Most of these points are bores; but this development far exceeds 
that on the majority of other properties in the North. The impor- 
tance of improved water supplies has been recognized by the Western 
Australian government, which since 1950, has subsidized half the 
cost of approved new equipped bores in the Kimberleys. However, 
funds are limited for the purpose. The Commonwealth also estab- 
lishes and equips two water points (on easy repayment terms) on 
new blocks being settled in the Territory, and provides water points 
on stock routes. 

One avenue which could be explored with great benefit in the 
North is the provision of water supplies at ground surface level by the 
government, with a corresponding increase in land rents payable by 
the landholder. This would have the twofold purpose of providing 
the necessary capital for the settler, and the provision of physical 
means by which better management can be achieved. The principle 
has already been widely accepted in the War Service Land Settle- 
ment Scheme, and is a development of the responsibilities of the land- 
lord to the provision of capital necessary to provide adequate water 
supplies on the land. This would leave the landholder’s capital free 
for investment in structural improvements, in livestock, and in 
operating expenses. Permanent improvements on these northern lands 
are nationally justified and under the new system of perpetual lease- 
hold the way is open for soundly based governmental participation 
on the investment side particularly in respect of water supplies. 
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(c) Fencing. The need is no less urgent for more and better 
fencing. At present there are not ten of the 140 odd stations in the 
Northern Territory with their boundaries completely fenced, and 
some have very little fencing. Not one station in the Kimberleys has 
a boundary fence. The effects of inadequate fencing are many. Cattle 
eannot be controlled effectively. Annual musters in open range 
country take a heavy toll of the condition of the cattle. Breeding 
programmes cannot be controlled, so that no substantial improvement 
in herd quality is possible. Segregation of different classes of cattle 
cannot occur; heifers commence breeding at an immature age, and 
breeders and young cattle tend to suffer most in competition with 
grown male cattle for available feed on overgrazed land around 
water points. Separate heifer and bullock paddocks are also top 
priority needs on most properties. Lack of subdivisional fences 
prevents the station manager from holding a proportion of country in 
reserve against the contingency of a long dry season, or to rest the 
vegetation temporarily to encourage regeneration. 

The provision of more fencing and water points will enable 
increased cattle numbers to be carried, but a large proportion of 
country in the Northern Territory even when developed to a 
reasonable standard would have a carrying capacity of only five 
head per square mile. With a turn off of 20 per cent, which is above 
the average potential, only one head per square mile would be 
turned off if five head per square mile were carried. On purely 
economic grounds and from the viewpoint of the individual land- 
holder, the high cost of improvements can be justified only if the 
increased net return from the additional turn off provides a reasonable 
return for the additional investment required to achieve it. Available 
evidence suggests that some additional improvement would be profit- 
able in almost all cases. 

(d) Pest Control. Under present conditions of knowledge, the 
best control measure for the cattle tick (Boophilus microplus)*® is the 
regular dipping of stock—a procedure which is quite impracticable 
unless dips are constructed on each property. The introduction of 
Zebu and Santa Gertrudis cattle will infuse some resistance into the 
cattle in the north, but dipping will remain an essential part of normal 
management for years to come.!! At present ticks cause more losses 
of production than do droughts. 

(e) Housing. Another urgent need is for vast improvements in 
housing. It seems rather paradoxical that many people consider, 


10. H. R. Seddon, Diseases of Domestic Animals in Australia, Part 3, Tick and Mite 
Infestations, Department of Health, Service Publication No. 7, Canberra, 1951. 

11. Some measure of the serious damage caused by the cattle tick in the north is given 
by the proposed offer to be made by the United Graziers’ Association in 1953 of a reward of 
£500,000 for an effective cure for the tick. 
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either consciously or otherwise, that the farther out one may be in 
the remote areas, the less need there is for adequate and comfortable 
housing. This is a legacy of the past which should not be permitted 
to continue. With some few exceptions, in the remotest parts of 
Australia employees and their families are expected to live in home- 
steads and out-camps that would be condemned as unfit for human 
habitation where local government authorities have the power to 
decide what constitutes a reasonable habitation. We are often told of 
the difficulties of getting people to stay in the outback. We all deplore 
the lack of population where it is most needed (i.e. in the rural areas), 
but there is little recognition of the simple truth that the conditions 
under which people are expected to live and work in remote areas 
of Australia offer little or no encouragement to remain there. Con- 
sequently, future development must be founded on improvement of 
present standards of housing and amenities in these areas, particu- 


larly of aboriginals who provide the bulk of the labour force in the 
North. 


(f) Management and Investment in Individual Properties. A 
holding of reasonable size in the Victoria River district would be of 
about 1,000 square miles carrying approximately 10,000 head of 
eattle. Such a holding, when fully developed, would carry a total 
capitalization approaching £200,000. The improvements and plant 
alone would cost £100,000. Table II indicates the order of total 
capitalization when reasonably developed. It also reveals the sub- 
stantial savings in investment which can be and have been achieved 
by a reduction of fencing and watering improvements below the 
levels envisaged here. 


TABLE IT 
Capital Investment in Property engaged in Beef Production in 
Northern Australia: 1952 
Improvements and Plant— 





Fencing—200 miles at £150 je Pe aa .. £30,000 
Waters—20 points at £2,500 a ea <a -.. 50,000 
Stock yards—10 yards we a e wd 6,000 
Station homestead and out-camp buildings .. wa 8,000 
Plant, equipment and working horses .. te aa 6,000 
100,000 
Cattle— 


Mixed herd of 10,000 head at average value of £9 per head .. 90,000 


£190,000 


The return expected from a well improved property as indicated 
above, carrying a high class herd and turning off store male and fat 
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female cattle of above average quality (assuming rail transport 
from Neweastle Waters to Dajarra, Queensland), is estimated in 
Table III. 


TaB_eE III 


Costs and Returns on Property engaged in Beef Production in 
Northern Australia: 1952 


Returns 
Costs (on the station) 
Wagesil2.... .. £3,600 1,350 steers @ £16 £21,600 
Rations.. -. 1,500 650 fat cows @ £12 ~_—‘7,800 
Operating expenses 3,400 150 fat heifers @ 
Depreciation .. 4,500 $14... me 2,100 


— £13,000 eRen 
Returns from cattle .. £31,500 
Less costs .. im -» 18,000 





Net return .. .. £18,500 
Return on investment on the basis of— 


Station improvements . ne oi .. £94,000 
Plant and equipment .. Si a ae 6,000 
4,000 breeders @ £12 .. .. 48,000 


£148,000 = 12.5 per cent. 
Return on overall capitalization of .. .. £190,000 = 9.7 per cent. 


But these long term average estimates based on good and bad 
years, mask the great uncertainty of the North. In drought years, it 
may be impossible to market any cattle, and losses of cows in the 
breeding herd may be so severe as to limit production for several 
years until cattle numbers can be built up to normal levels. 

The wide variation in losses on different properties can be attribu- 
ted in large part to differences in managerial practices and efficiency. 
The Royal Commission on Abattoirs and Meatworks in Queensland 
(1945)1% estimated that over a ten year period, 15-27 per cent of 
branded male calves in the Queensland Gulf country are never 
marketed. In some instances these post-branding losses are as low 
as 2-3 per cent, and the Commission records its view that the great 
variations were attributable to differences in organization and hand- 
ling of stock. 

12. Say head stockman £500; two white stockmen at £450 each; cook £500; mechanic, 


£500; six aborigines at £200 each. ‘‘Keep’’ would be added in each case. 

13. Royal Commission on Abattoirs and Meatworks (Queensland). Government Printer, 
Brisbane, 1945, p. 19. 

Estimates by Kinsman indicate that the six major droughts in Queensland between 1920 
and 1950 caused an average annual loss of beef spread over the 30 years of some 6-6.5 per cent, 
in addition to the normal annual loss of cattle from local droughts and other “normal” causes 
of loss.—K. L. Kinsman, “Incidence of Drought Loss”, Quarterly Review of Agricultural 
Economics, Vol. VI, No. 1, January 1953. These losses are of such a high order that it may 
prove to be feasible economically in some areas where nutritious grass feed is available, to 
conserve fodder for use in droughts. The success of such a scheme would be founded on 
mechanization of hay making and new mechanical procedures for this work may enable 
drought losses to be reduced. In any case the losses are so severe as to warrant further 
inquiries along these lines. 
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An important factor contributing to successful cattle raising in 
Northern Australia is efficiency of management. This involes the 
correct siting, solid construction, and effective maintenance of water 
supplies, fencing, yards, and buildings; and the proper supervision 
of a herd of well bred cattle. This raises the question of the limit of 
herd size that a good manager can handle with the high degree of 
efficiency essential for maximum production, and for an economic 
return on a heavy capital outlay. 

Taking the Victoria River District of the Northern Territory as 
an example, a holding of 1,000 square miles carrying a herd of 10,000 
mixed cattle would represent the maximum that an efficient manager 
eould handle. If the holding were fully improved there would be 20 
artificial watering points, 200 miles of fencing, and 10 stock yards 
including cattle dips at about half of the yards. Operations on such 
properties would include the efficient maintenance of these improve- 
ments ; the joining of bulls from February to May, to control breeding 
for calf drop at the proper period—November to February; at least 
two musters for branding; weaning and drafting to the weaner 
paddock ; drafting from weaner to heifer and bullock paddock ; culling 
and speying surplus heifers and aged breeders and drafting to 
speyed cow paddock ; mustering bullock and speyed cow paddocks and 
drafting the turn-off for delivery, after innoculation for pleuro 
pneumonia, to drovers; selecting a number of the best females for 
drafting to the stud paddock, as the source of future herd bulls; 
and the dipping of all cattle up to six times a year, according to the 
intensity of tick infestation. 

In addition to this need for improved cattle husbandry there is 
also great scope for improved management of pastures. This should 
be centered on the maintenance of some reserved pasture lands 
against drought, and the grazing of pastures at times when their 
nutritive content is best suited to the needs of the particular cattle 
type (breeder or fattener) concerned in each case. 

In the overall tasks of management there are many other matters 
to be attended to on the business side, such as book-keeping and 
storekeeping, the selling of cattle and buying bulls, as well as the 
maintenance of plant and equipment and the breeding and super- 
vision of stock horses. Even though a manager may have a reliable 
and efficient head-stockman, a good team of stockmen, and a reliable 
mechanic, there is scarcely a single task in the operation of the station 
with which he would not be directly associated. From this brief 
elaboration of the tasks of management it will be appreciated that 
the skilful handling of a mixed herd of 10,000 cattle, in the far 
northern environment, would fully tax the capacity of a competent 
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manager.14 The scale of operations and capital required for efficient 
management is so large that a progressive development must occur 
if the landholder is to avoid over-borrowing and preserve his liquidity 
throughout the inevitable periods of drought which oceur at periodic 
intervals in the North. 


(g) The Potential for Increased Production. Field enquiries by 
Kelly!® have provided a measure of the potential increase in pro- 
duction which could be achieved in the Northern Territory. These 
estimates are based on analysis of the potential of each individual 
property and assume a feasible physical development beyond present 
levels of production by means of boundary and subdivisional fencing, 
adequate water supplies, pest control, improvement of stock and 
rotational grazing. The estimates are presented in Table IV which 
reveals that an increase from present levels of 4:1 beasts per square 
mile to 6:7 per square mile is possible. This represents an increase 
in cattle population from 1-0 million to 1:6 million with a potential 
turn-off of 18-4 per cent of cattle. The estimates assume rail trans- 
port from Dajarra to Newcastle Waters. 


TABLE IV 
Northern Territory: Potential bshladtd es 








| Cattle Population | Average per square mile | | Potential 
| Occupied ao | Potential | Turn- -off as 
District | — Present Potential | —- | — 
| Sq. miles poem 000 Present | Potential head Potential 
head head | | } Population 
Alice | | 
Springs 80 213 S63: |. 2. | MS | 29% she 8 
Barkly | | | 
Tableland 67 347 548 | 62 | 81 122 | 225 
Victoria | | | 
River | 51 306 442 | 60 | 8.7 73 16.5 
Darwin- | | | 
Gulf 49 153 279: | G1. | Se |. ‘oh |. taa 
Northern 
Territory 247 1019 1647 4.1 6.7 303 | 18.4 


At present approximately 98 resident landholders operate in the 
Territory, but if full development is to be achieved some 250 
properties could be established. In this case the herd size would 


14. The Re pport of the Royal Commission on Pastoral Lands Settlement (Queensland), 
1951, indicated its views on the optimum size of holdings in these terms: “A big proportion 
of the State’s cattle lands has not yet, however, reached a stage where wholesale subdivision 
for new settlement is desirable. In these regions large holdings must remain but we incline 
to the opinion that considerable wastage, both of land and of stock, occurs through some 
holdings being too large to allow proper supervision and sund management. We would 
recommend that, in future, areas to be worked as one property be limited in size—where this 
is practicable—to sufficient country to run comfortably a mixed herd of 10,000 cattle in the 
northern ao of the State and 6,000 head in the western districts thereof.” 

15. H. Kelly, Report on the Beef Cattle Industry in Northern Australia, Bureau of 
Pee Economics, Canberra, 1952 (mimeo.), p. 78. 
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range from 4,000 in the Alice Springs district to 10,000 in the 
northern areas of the Darwin Gulf and Victoria River. 

The beef cattle population of Queensland can be increased by one- 
third, Northern Territory by 65 per cent, and the Kimberleys by 
about 30 per cent. These are substantial increases but it is not in 
this respect alone that any necessary additional expenditure can be 
justified. Cattle population carried is one thing, but the increased 
turn-off is quite another. If there is the combination of better bred 
eattle, better control, and a higher percentage recovered as the result 
of better management of herds, more water supplies and more fene- 
ing, the slaughtered carcases will be of greater weight, the age of 
maturity of cattle will be lowered and percentage turn-off will be 
increased ; furthermore, the mortality rate will be much lower than in 
the past. If our resources of breeding and fattening are properly 
integrated and provision is made for the rapid movement of cattle, 
the actual turn-off in weight of beef per square mile will be much 
greater than mere increase in cattle numbers would indicate. This 
increased rate of turn-off which better management will provide is 
a vital part of the undeveloped potential of the North.!® 

It is the view of the authors that for strategic, social and economic 
reasons, the effective development of the cattle-raising resources of 
the north lies in the occupancy of the land in areas of reasonable 
size by those who will be willing to live on it permanently and to raise 
their families there. The greater part of the northern cattle lands, 
excluding the central, southern, eastern and south-eastern areas of 
Queensland, and the Alice Springs district of the Northern Territory, 
is held by absentee holders. In the early history of development of 
the cattle lands of Northern Australia there were many individual 
pioneers, but many of them failed to withstand the physical diffi- 
culties and financial stresses of settlement in those days. Their places 
were often taken by big interests that could command more financial 
resources and, because of a lack of pressure for immediate monetary 
returns, could withstand periods of loss by reducing the amount of 
investment in the land. In this respect history need not repeat itself 
if the present guaranteed export markets are maintained, and if 
improved livestock husbandry, pasture management and transport 
facilities are introduced. 


. 

16. W. L. Payne and J. W. Fletcher, in Report of the Board of Inquiry Appointed to 
Inquire into the Land and Land Industries of the Northern Territory of Australia (Com- 
monwealth Government Printer, Canberra, 1937), wrote: “The stations in this section of 
the Territory are generally too large for effective handling, .... Generally the holdings are 
insufficiently improved for effective managment. The difficulties of working such large hold- 
ings in an isolated locality, and in the face of continuous poor returns for cattle, are indeed 
very great. Whilst these difficulties are recognized it must be stated that the existing methods 
will never produce creditable results. In our opinion considerable changes will have to be 
made in the system of working these properties before satisfactory results can be obtained 
by the lessees, or the holdings be financially successful.” (p. 51) 
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IV 


The second main part of this paper discusses the importance of 
government policies.in the development of beef cattle in Northern 
Australia. In the past, government interest has been concentrated 
chiefly on land tenure systems, income tax policy, and the develop- 
ment of railways and stock routes.17 In each case profound effects 
have been evident as different decisions relating to these problems 
have been made. 


(a) Land Tenure. Prior to Federation, the present Northern 
Territory was part of South Australia and land laws of that State 
applied. Land in what is now the Northern Territory was rented 
under pastoral leases, which were generally for 25 to 42 years. At 
Federation it became apparent that the Territory would eventually 
be ceded to the Commonwealth, and during the period 1901-10 no 
pastoral leases were issued; land could only be leased on a year to 
year basis. 

Land Ordinances in 1912 and 1924 set a pattern which is still 
apparent to-day in the size and distribution of holdings; the 1912 
Ordinance introduced 21 and 42 year pastoral leases depending on 
the class of land concerned. 

In the early 1920s, claims for extension of leases were presented 
by many landholders whose 42-year leases were due to expire about 
1937. In 1924 a Crown Lands Ordinance passed by the Commonwealth 
Parliament provided for extension of pastoral leases for 42 years,!8 
the leases then in force to be surrendered in exchange for new leases. 
This reorganization in 1924 means that pastoral leases covering more 
than 60 per cent of the total leased area are due to expire in 1965. 
The ordinance defined certain proportions of each lease which could 
be resumed in 1935 (25 per cent) and in 1945 (25 per cent), but 
another section required the Minister to permit the lessee to divide 
these proportions for closer settlement. Improvement conditions were 
not enforced so that little additional improvement has resulted. 

In recent years, because so many tenures are due to expire in 
1965, the importance of ‘‘terminating’’ tenures has again been brought 
to the forefront of discussions on the development of the Northern 
Territory. It has been claimed by leaseholders that such tenures do 
not encourage improvement and development of properties and that 
they restrict the amount of credit a lessee can obtain on the security 
of his lease. Much controversy has reigned regarding the merits of 


17. See the Annual Reports on the Administration of the Northern Territory, Common- 
wealth Government Printer, Canberra, for further information on the public administration 
of the Territory. . 

18. Commonwealth Parliamentary Debates, House of Representatives, 29th June, 26th, 
30th July, 24th August 1923; and 28rd, 28th, 29th, 30th May, 4th, 15th, 18th, 19th, 20th June 
1924; 2nd July 1924. 









lar 
shi 


rn 
ed 
p- 
ts 
ns 


n- 
on 


ne 





1953 BEEF INDUSTRY IN NORTHERN AUSTRALIA 205 


large and small scale properties and of resident and absentee owner- 
ship. 

More direct control of management and improvements on proper- 
ties is in evidence in the definition of conditions for blocks made avail- 
able for settlement under pastoral leases in the Northern Territory in 
1952.19 Besides residential requirements, on one of the blocks of 1,050 
square miles, stocking conditions are defined as five head of cattle 
per square mile by 1958 and 10 head per square mile by 1963; six 
bores are to be establised by 1958 and four more by 1963; 70 miles 
of fencing are to be completed by 1960, and the boundary must be 
adequately secured by 1968; homestead and outbuildings, drafting 
yards and improvements to the value of £4,000 are to be built by 
1958—making a total investment for improvements of the order of 
£50,000 within ten years, or approximately £5 per beast area. The 
annual rent for the block is £420/16/-. 

Further evidence of a positive government policy appears to have 
emerged from the recent decision® to provide perpetual leases, of 
economic unit size, for resident landholders, with provisions for 
establishment of certain minimum improvements. The area of a per- 
petual leasehold would be such as to enable a holder to maintain a 
herd of a size considered to be sufficient to constitute a minimum 
efficient productive unit for the particular locality. This herd size 
would usually range from 4,000 to 10,000 head. New leases will be 
limited to a maximum of 5,000 square miles. However provision is 
also made for the granting of 50-year leases to existing lessees of large 
areas, upon surrender of such leases, most of which expire anyway in 
1965. These 50-year leases will also carry minimum improvement 
conditions. 

In the Kimberleys, the land tenures are mostly leases which run 
to 1982, without improvement or residence conditions. 


19. Commonwealth Gazette, No. 44, 26th June 1952, p. 2,924. 


20. An Ordinance to Amend the Crown Lands Ordinance 1931-52, Northern Territory of 
Australia, 1953. 

In 1947, the Commonwealth Parliament passed the Northern Territory Administration 
Act which provided, inter alia, for the creation of a Legislative Council for the Northern 
Territory, and that all future Ordinances for the administration of the Territory must 
originate in the Council. 

In 1948 the Council passed a Crown Lands Ordinance which provided for extension of 
existing leases as “pastoral development leases”, under which firm conditions of improve- 
ment of properties were to be imposed as a condition of the lease. In the course of the debate, 
the Administrator of the Nerthern Territory, who is ex officio President of the Legislative 
Council, said: ‘‘.. . I am impressed by the fact that the companies referred to in the debate 
have done all they should have done according to the conditions of their leases. I do not say 
that they have done all that they could have done. The pastoral laws have been bad. They 
must be improved.”” —Northern Territory Legislative Council Debates No. 2, 12th August, 
1948, p. 245. This bill received the Governor-General’s assent but did not become law as 
regulations under tha Ordinance were never gazetted. 

‘ In 1950 another Crown Lands Ordinance was passed by the Council, providing for exten- 

sion of existing leases with perpetual leases for home maintenance areas for resident Jand- 
holders. Objections to this Ordinance were raised by the Northern Terrritory Pastoral 
Lessees’ Association, and the bill was not submitted for the Governor-General’s assent. 

In 1953 the Legislative Council passed a new bill which is now the law. It is this 
Ordinance which is referred to in the text. 
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In Queensland, land tenures in the cattle areas are mostly 
terminating leaseholds of up to 40 years’ duration, carrying certain 
improvement conditions, with perpetual leaseholds of ‘‘living areas.?!”’ 

Experience of terminating leaseholds in the North has revealed 


that some leaseholders (both resident and non-resident) have improved | 


their holdings to reasonable standards of water supply, fencing, yards 
and buildings, and have maintained herds of good quality cattle. 
By contrast, other leaseholders have effected very little improvement 
and have allowed their herds to degenerate into nondescript types. 
The adverse economic conditions in the past years have prevented 
some holders from improving their holdings and herds by the pro- 
gressive reinvestment of meagre returns. On the other hand, a few 
landholders have accomplished these things, either because of greater 
managerial skill, initiative and energy, access to greater supplies of 
capital, or because the properties were of better quality. The proper- 
ties which have achieved this change are those on which management 
is at a high level, and include resident landholders as well as some 
companies which have delegated much of the authority and responsi- 
bility for management decisions to resident property managers. How- 
ever difficult it may have been to finance improvements in past years 
of low prices,”* it is unlikely that finance will be a limiting factor 
in the future so long as present marketing agreements with the 
United Kingdom stand2* At present the 15-year meat agreement 
provides an outlet for Australian beef to the United Kingdom market 
at prices which vary with calculated movements in costs of production. 
In the absence of prolonged drought, therefore, it should be feasible 
for properties to finance some part of improvement programmes from 
surplus returns. 


(b) Railways. Under the Northern Territory Acceptance Act, 
by which the Territory was transferred from South Australia to the 
Commonwealth, an agreement was made to link Darwin with Adelaide 
at some indefinite time in the future, on a narrow (3’ 6”) gauge line. 
By 1917 the line from Darwin had reached Katherine, and by 1929 


21. For additional comments on the Queensland land tenure system, see also W. A. 
Beattie, A Survey of the Beef Cattle Industry of Australia, Commonwealth Scientific and 
Industrial Research Organization, Divisional Report No. 5, Series B (iii), Melbourne, 1952. 


22. cf. Payne and Fletcher’s finding in 1937: ‘‘The financial institutions have not operated 
to any extent in Central Australia and have not made a practice of advancing to settlers 
for improving their holdings. Generally, few debts, other than current working expenses, 
have been incurred by settlers. Most of them, therefore, are not involved financially hut 
they possess little or no spare capital with which to improve their country. In the circum- 
stances the much-needed development is slow.’’ Op. cit., p. 40. 

Payne and Fletcher expressed the view that a credit system would be more effective in 


ee development than the system of subsidization of bores which was in force at 
the time. 


23. The Annual Reports of the Australian Meat Board provide an excellent description 
of changing marketing arrangements each year, as well as a review of conditions in the 
meat industry. 
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it was extended to Birdum. Meanwhile, construction from the south, 
which was completed in 1929, had pushed the line 293 miles from 
Oodnadatta in South Australia to Alice Springs, where the new line 
provided a profitable outlet for cattle to the south and enabled the 
Alice Springs area to develop as fattening country. 

The Kimberleys have no railway, but to the east in Queensland, 
there are termini of the Western Queensland narrow (3’ 6”) gauge 
system, with their connections to major fattening areas, and to 
slaughtering points on the coast. There is an important north-western 
Queensland terminus at Dajarra and the flow of cattle from breeding 
areas in the west to fattening areas in the east immediately suggests 
the desirability of a link between Dajarra and Birdum, with a 
westward arm toward the Victoria River and the East Kimberleys 
to carry cattle from those areas. Such a line would also traverse the 
Barkly Tablelands, and would enable the store cattle from this area 
to flow more freely into the Channel country in Queensland for 
fattening. 

Taking this proposed connection as the key route, the weight of 
opinion favours the construction of a spur line westerly from New- 
castle Waters for a distance of 100 to 120 miles. Such a provision 
would eliminate a serious bottle-neck in the only available stock 
route inito which all cattle moving from west and north-west must 
converge. This route is known as ‘‘The Murrinji’’ which under 
greater development of the Kimberleys would have to carry far more 
eattle on the hoof than its capacity would warrant, or else an alterna- 
tive route would have to be developed. Even under present conditions 
the Murrinji route is invariably eaten out each year long before the 
last mob moves over. Thus, if the Birdum and Dajarra railheads 
were linked, and the suggested spur line were provided, the resources 
of young store cattle of the East Kimberleys, Victoria River district, 
the Darwin and Northern Territory Gulf areas, and the Barkly 
Tableland could be fully developed. 

All of the evidence regarding probable cattle flow and usefulness 
of the railway in contributing to the integration of breeding and 
fattening areas in the north supports the east-west proposal. Over 
the years, a railway across the Barkly Tableland has been supported 
by government enquries by Buchanan (1925), Payne and Fletcher 
(1937), Clapp (1945) and Kelly (1952.) The key point is the 
limited fattening country served by the north-south railway, in South 
Australia. The Alice Springs area can supply fat cattle for Adelaide, 
but as most of the cattle from further north cannot be fattened to 
economic weight and quality where they are bred, the flow should 
be eastward to adequate fattening areas in Queensland rather than 
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southward, where the fattening capacity of the country is inadequate. 

On grounds only relating to the production of beef cattle the 
merits of the east-west line far outweigh those of the north-south 
connection. It must be recognized, however, that an agreement for 
completion of the latter line is in existence, and its construction on 
grounds of mineral exploitation or defence may also have to be con- 
sidered.25 At the same time, these two factors also add considerable 
weight to the need for an east-west connection. 

The case made out by a succession of investigating authorities 
over the past thirty years for this key developmental railway to 
connect Dajarra with Birdum, via the Barkly Tableland, is impressive, 
but there remain to be resolved the questions of cost of railway con- 
struction and rolling stock, and likely traffic. 

An approximate estimate of the cost of track and structures, 
(based on the Clapp report and revised for 1952 costs) for a 
standard gauge, 4’ 83” railway from Dajarra to Sturt Plain (14 miles 
north of Newcastle Waters), an estimated 536 miles, would be £15 
million. 

The estimated distance from Sturt Plain to the present railhead 
at Birdum is 104 miles; thus completion of the Dajarra-Birdum link 
would cost almost £20 million. 

A station by station estimate by Kelly?® of likely cattle turn-off, 
resulting from anticipated developmental programmes which would 
proceed if a Barkly Tableland railway were provided, showed that 
the Northern Territory (excluding Alice Springs district) would 
provide an annual average of 190,000 head, and East Kimberley 
20,000, making a total of 210,000 head available for rail transport. 
Back loading was estimated at an average of about 31,000 tons 
annually. 

If this volume of traffic were available—there is no reason to 
doubt that it would be—it was estimated that the freight which users 

24. The position was well stated by Payne and Fletcher in 1937: ‘‘Viewing the railway 
position as it exists today it can be readily seen that the development of the Territory was 
commenced at the wrong points .... If development had been attempted from the east 
and west, instead of from the north and south, and railways had been constructed from 
Cloncurry in Queensland on the one side and from Derby or Wyndham in Western Australia 
on the other, the development and financial history of the Northern Territory would have 
been vastly different, as the best lands of the Territory would have been traversed.” Op. cit., 
p. 27. 

25. For additional discussion on the railway problem, see Sir Harold Clapp’s Report 
on Standardization of Australia’s Railway Gauges. Government Printer, Melbourne, March 
1945. In Appendix 6 to this report views of the Department of the Army on the relative 
priority of standardization of different lines are reproduced. From a defence viewpoint the 
Mt. Isa-Birdum connection should take second place to other strategic lines, including 
connections by standard gauge from Port Pirie to Broken Hill, from Kalgoorlie to Fremantle, 
and from Bourke through Western Queensland to Townsville and Mt. Isa. Since that time 
the position has been radically changed by discovery of uranium ores in the Northern Terri- 
tory. Clapp was strongly influenced by defence considerations but he also supported the 
Dajarra-Birdum link on economic grounds, e.g., ‘‘The justification for standardization of 
gauges must, of course, rest primarily on defence rather than on economic grounds.” (p. 11). 
But the Dajarra-Birdum connection “. . . concerns both defence and the development of the 
Northern Territory . . . the construction of this railway is a work which should have been 


carried out years ago in the national interests.” (p. 12). 
26. Op. cit., p. 234. 














at) 
su 
ra 


nt 
2] 
OF 
It 
ac 
st 


ae @& @ mwa Gs 


ga 


oe = 


———— 


ad 
nk 


ff, 
ld 
at 
Id 
ey 
rt. 
ns 





1953 BEEF INDUSTRY IN NORTHERN AUSTRALIA 209 


could afford to pay would cover railway working expenses and a 
substantial proportion, if not the whole, of the interest charges. This 
railway could be built in four years, but it would take up to fifteen 
years, under vigorous developmental programmes, to build cattle 
numbers up to a point where the estimated average annual traffic of 
210,000 head would be available. Thus, the railway would have to 
operate at some loss for some years after completion of construction. 
It should be mentioned that these estimates of likely traffic take no 
account of large-scale mining developments, which might add sub- 
stantially to availability of ores for back-loading to Mount Isa. 

(c) Taxation.2? From 1937 to 1952, income earned by resident 
taxpayers engaged in primary production in the Northern Territory 
was exempt from income tax. The concession did little to encourage 
residence or investment in the Territory. It was designed to encourage 
settlement and development but it created anomalies as compared with 
some residents of Queensland and the Kimberleys, and it did not 
apply to employees. 

New provisions introduced in 1952 were designed to encourage 
development by allowing deductions for a wide range of develop- 
mental expenditure, even though incomes earned are now taxable. 
Structural improvements can be written off if the taxpayer so desires, 
at a 100 per cent depreciation rate in one year; and the 20 per cent 
depreciation rate on all plant does not terminate in June 1955 as is the 
case for other primary producers; in addition, the averaging pro- 
visions are to be applied as if the taxable income in the four years pre- 
eeding 1952-53 were nil, so that the average income will be only one- 
fifth of the taxable income in 1952-53. Livestock can be written into 
opening taxation accounts at present high market values, and losses 
in the preceding seven years can be carried forward. All these 
concessions lighten the immediate impact of the decision to remove 
the exemption from income tax. They also provide an incentive for 
investment by allowing liberal deductions which will become more 
important later when the full five years’ income is used to estimate the 
‘“‘average’’ income. When taxable incomes are increased to levels at 
which substantial proportions of increments of earnings are paid in 
tax, the new taxation provisions will undoubtedly encourage additional 
investment. 


V 


The major requirement if the beef industry in the North is to 
be developed is a wholesale uplift in the level of capital improvements 


27. Income Tax for Farmers and Graziers. Issued under the authority of the Common- 
wealth Treasurer, the Rt. Hon. Sir Arthur Fadden, K.c.M.G., M.P., and the Minister for 
Commerce and Agriculture, the Rt. Hon. John McEwen, M.P., 1953. 
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and management. Apart from the provision of capital itself for 
investment, there is a recurring need for reserves of capital to be 
transferred into cash so as to enable the landholders to remain in 
operation through droughts and other periods of financial stress. 
This maintenance of solvency, in the past, has usually been achieved 
by borrowing on security of the property or stock. This risk element 
in the production of beef in the north, and the long period required 
to recover cattle numbers after a severe drought, has imposed chronic 
strains on the liquidity position of many landholders. It has dis- 
couraged investments of a kind which do not return quick results, or 
which may prejudice liquidity if prolonged drought occurs, and has 
thereby discouraged longer term investment in structural improve- 
ments. 

The provision of credit is an important element in the develop- 
ment of the North. In the past low prices, the tenure system, the 
risk of droughts and the extensive system of management have dis- 
couraged any lending on a major scale, for the development of 
properties. The most urgent need is for long term credit to encourage 
erection of structural improvements. 

The tenure problem will be partly resolved by carrying out the 
decision to provide perpetual leases for resident land holders. Such 
leases provide a basis for a credit scheme which should be tied 
closely to the raising of standards of management on properties, in 
particular by fencing and improvement of water facilities. A govern- 
ment sponsored scheme for provision of long term credit, with pro- 
vision for either cancellation of interest, or concessional interest if 
certain standards of structural improvements and management are 
achieved, would provide an incentive for development. 

The problem of failure bores might also be met by the Govern- 
ment bearing part of the cost of ‘‘dud’’ sinkings on sites that were 
chosen by mutual agreement. But the disadvantages of government- 
sponsored credit and assistance schemes are well known. Landholders 
are -wary of the tendency toward too rigid administration and the 
detailed enquiries necessary for concessional credit schemes. For 
this reason, the closest possible co-operation with existing established 
authorities in the administration of any such scheme would be 
essential. 

J. H. KELLY. 


D. B. WILLIAMS. 
Canberra. 
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AUSTRALIAN MANUFACTURING AND 
THE WAR OF 1914-18 


I. Direct War Demands of the Australian Government. 
II. Changes in Demand in Australia. 
III. Changes in Exports. 
IV. Changes in Imports. 
V. The Tariff of 1920. 
VI. Conclusion. 


Although Australia was situated far from the actual seats of 
conflict in 1914-18, nevertheless the war exercised a profound in- 
fluence on many aspects of social activity, not least on the pace and 
nature of industrial development. Figures for total employment in 
secondary industry give a misleading impression of stagnation, even 
decline, but if we probe more deeply we find that the stagnation is 
only apparent and that within the constituent industries which make 
up the total, the four years are really a period of turmoil as firms 
endeavour to adjust themselves to the changed circumstances brought 
on by the war. Some of the changes in the period were brought about 
simply by the passage of years, such as the decline in the production 
of the horse-drawn coach, but it is the purpose of this article to place 
particular emphasis on those changes in output and employment in 
the separate industries which are causally related to the war. Indus- 
tries were affected through different channels: the demands of the 
Australian Government for war supplies, changes in the pattern of 
demand within Australia and changes in the export trade. All of 
these were important, but of even more significance were the effects 
of the war in limiting the quantity of imports and creating the cir- 
cumstances which led to the introduction of the 1920 tariff. Some 
industries suffered as markets were lost or raw material supplies cut 
off, but others—and these the more important—profited by new 
demands and shelter from overseas competition. The net result was 
a change in the pattern of production so that the war can be regarded 
as a definite transition period, as a step upward, from a simple to a 
more mature economy. 


I 


It was the intention of the Government ‘‘to train, equip and 
transport to the seat of war every available man to help defeat our 


_ _1. Employment in manufacturing was 337,055 in 19138, fell to 316,752 by 1916, and only 
just passed the pre-war figure to reach 340,475 in 1918-19. 
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enemies’’.2 However, sincere as the intention was, the supply of men, 
at least in the early years of war, was more liberal than the supply 
of equipment. The Australian economy was simply not geared to 
turn out the complicated weapons and equipment required by the 
war. Indeed, it is difficult to know exactly just what proportion of 
the troops’ needs was supplied from Australia. Accounting methods 
were inefficient and a Royal Commission appointed to investigate the 
unsatisfactory situation commented that ‘‘ proper records of the actual 
cost of the military stores purchased have not been kept, and unless 
a separate investigation be made in respect of each item it is difficult 
to secure a reliable statement as to the total value of the ordnance 
stocks held and on order... .’8 

The only information given in official financial statements relates 
to total expenditure from the War Loan Fund. The amount is set 
out below: 


TABLE I 


Commonwealth Government Expenditure from War Loan Fund‘ 


1914-23 
Year £ 
1914-15 ‘ia dm Ns 14,471,000 
15-16 os a oh 37,424,000 
16-17 oar id oe 53,114,000 
17-18 ‘5 Me ae 55,095,000 
18-19 a a we 62,193,000 
19-20 si e 6 45,386,000 
20-21 - 5 oe 24,149,000 
21-22 oh = ce 7,577,000 
22-23 a ws P 1,763,000 


This total figure is of only limited use. It covers all types of 
expenditure including pay, and it also includes the maintenance of 
the troops overseas which must make up a large proportion. All 
expenditure on the war was required to be made from the War Loan 
Fund but the position is made more complex by the fact that some 
war expenditure was wrongly included in the ‘‘ordinary services”’ 
expenditure of the budget.® 


However, in November 1915, the Defence Department made pub- 


lic the fact that it had spent a total of £7,591,444 on ‘‘army equip- 
ment’’ since August 1914. Some of the principal items were : 


2. Parliamentary Papers, 1914-17, Vol. 2, p. 1237. 


3. Royal Commission on Navy and Defence Administration, Parliamentary Papers, 1917- 


19, Vol. IV, p. 179. 
4. Commonwealth Finance Bulletin No. 16, Table No. 35. 
5. Parliamentary Papers, 1914-17, Vol. IV, p. 417. 
6. Australian Statesman & Mining Standard, 2nd December 1915, p. 897. 
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£ 
935,000 pairs boots, with laces . 4 wa .. 557,000 
Harness, saddlery and accoutrements . sa .. 884,407 
870,000 blankets .. ne me mi .. 600,000 
287,000 waterproof sheets <a on ric «- S39G861 
i 133, 000 pairs socks Se 4 at re “a 81,000 
569 000 singlets .. fi <a ae Sie ..- 178,000 
3, 441 000 badges .. ad we os 25600 
653, 700 pairs breeches, cord, woollen re 5 .. 582,390 
7; 610, 000 yards flannel .. Ae as a .. 503,000 
350, 550 greatcoats 4% bi .. 525,487 
374, 100 shirts, flannel and cotton a re .. 102,135 
555,100 jackets, s service dress .. .. 520,557 
2,064, 000 yards khaki cloth and serge (18 02.) .. 602,920 
1,704,000 yards khaki cloth, waterproof (25 oz. 7 .. 534,500 
2; 807, 000 yards cord, woollen (12 oz.) : .. 625,000 


This amount is not the total expenditure on equipment since 
naval expenditure is not included. However, the items listed above 
comprise three-quarters of the total army expenditure and it is 
obvious that most of the equipment supplied was of a relatively 
simple nature, such as clothing. It appears that even when the bulk 
of the Australian army was stationed overseas most of this type of 
equipment continued to be supplied from Australia. In 1916 the 
Argus mentioned that ‘‘with the certainty of another winter’s cam- 
paigning it has been necessary for the Australian military authorities 
to make provision for additional supplies of clothing and equipment 
for the force in France. For some days past the staff at the Ordnance 
stores has been engaged in preparation of the largest shipment of 
military equipment ever sent away from the Commonwealth’’.? The 
equipment included large quantities of boots, caps, hats, breeches, 
jackets, cardigans, greatcoats and singlets. 

The question of the supply of the army overseas was raised in 
the House of Representatives and Mr. Groome, an Honorary Minister, 
was asked whether it was true that only a small proportion of the 
troops at the front was supplied with ‘‘clothing, boots, ete.’’ from 
Australia, and that a large proportion was purchased and manu- 
factured in England. He replied that the position was quite the 
reverse and that most of the equipment referred to was supplied from 
Australia. His claim receives support from a statement of purchases 
of ‘‘military clothing’’ made in England between 1914 and the end 
of 1916. Quantitatively, the only important items are badges and 
colour patches, with small orders of other items of clothing presum- 
ably to meet sudden shortages.? 

The only industrial group in which the effect of the orders for 
clothing can be seen in spectacular fashion, is ‘‘ woollen, cotton and 

7. Argus, 27th August 1916, p. 7. 


8. Parliamentary Debates, Vol LXXXII, p. 44, 11th * ad 1917. 
9. Parliamentary Papers, 22nd June 1917, No. 17/11 
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tweed mills’’. Employment rose from 3,090 in 1913 to a war-time 
peak of 3,927 in 1916. The increase would be almost wholly in woollen 
mills, 22 of which were requisitioned to work full time on government 
orders. These contracts were extremely profitable, the mills making 
a net profit of £1,197,095 between 1915 and 1917, a rate of profit of 
314 per cent on capital. A similar situation prevailed in the hosiery 
and knitting factories.1° The demand situation warranted a much 
greater expansion than actually took place in these mills. But in the 
early period of the war there was no general belief that it would last 
very long; however, as the war persisted and further expansion of 
output became more desirable, it became increasingly difficult to 
obtain the plant and machinery from overseas for that expansion. 

Before 1914 the Commonwealth Government had set up a number 
of factories to supply equipment to the armed forces. These naturally 
expanded operations during the war and eventually produced cloth- 
ing, woollen cloth, harness, saddlery and leather accoutrements, 
cordite, acetate of lime, and small arms. In June 1914, employment 
amounted to 1,070 and by the peak year of 1916 it had risen to between 
2,500 and 3,000 with an output valued at approximately a million 
pounds. Once again it can be seen that output is of a relatively simple 
nature; production at the Lithgow Smali Arms Factory consisted of 
‘« . . rifles, bayonets, scabbards, pull-throughs, oil-bottles, and arms 
chests and spare barrels fitted with sights, and large quantities of 
spare rifle parts ... and clips for cartridges and brass studs and 
buckles.’’”!! The only attempt to manufacture more complex weapons 
was in 1915 in response to the shortage of eighteen-pounder shells, 
but by the time a modest output had begun the shortage had been 
overcome by English production and the venture lapsed. Thus Aus- 
tralia produced only a small range of weapons and, although employ- 
ment in ‘‘arms and explosives’’ more than doubled between 1913 and 
1917, the total number of employees never passed 3,000. 

The last industry to be affected by the direct demands of the 
government is that of “‘ship and boat building and repairing’’. Pre- 
war ship building had been of a very minor character, production not 
totalling more than 4,000 tons gross in any year, and even this had 
almost ceased in 1916. However, employment had been more than 
maintained in the industry by an increase in repair work and employ- 
ment in docks and slips. The situation changed radically in the closing 
years of the war. In 1917 Mr. Hughes stated: ‘‘the need for shipping 
grows with each passing day. Our products are heaped up in Aus- 
tralia .. . the realization of the fact has compelled the Government 

10. Interstate Commission of Australian Price Investigation No. 11, Clothing Report, 


Parliamentary Papers, 1917-19, Vol. 5, pp. 437-40 
11. Report of Small Arms Factory, Parliamentary Papers, 1917-19, Vol. IV, p. 1,178. 
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to attack the problem of ship-building in deadly earnest.’’2 As a 
result the construction of ships began on a fairly large scale for the 
first time in Australia. The peak year was 1920 when vessels with 
a gross tonnage of 31,456 tons were launched, employment in the 
industry expanded very rapidly and, whereas it amounted to just 
over 4,000 in 1913 and 1918, it had reached over 8,300 by 1919. Not 
only did the ship-building industry benefit, but widespread effects 
were felt in subsidiary industries, since as far as possible all the 
materials, including engines, were obtained in Australia and old ship- 
yards had to be extended and new ones built. 


II 


One of the outstanding features of the war period, as far as 
secondary industry was concerned, was the slump in the building 
industry. The high level of immigration in the years immediately 
before 1914 had promoted conditions exceptionally favourable to 
home construction, but as the war proceeded construction declined, 
and the war-time low of 4,811 new houses built in Sydney in 1917 
contrasts strongly with 9,342 in 1913. One of the principal reasons for 
the change in activity was the effect of war not only on the total 
number of the population in Australia and its rate of increase but 
also its effect on the age distribution and the marriage rate of that 
population. The table below illustrates how the ‘‘emigration’”’ of the 
armed forces meant a stationary population in Australia over the 
war years. 

1911 1912 1918 1914 1915 1916 1917 1918 
Population at 31st December 
(thousands) 4574 4747 4894 4972 4969 4918 4892 5081 
Net Migration 
(thousands) 74 92 63 -8 -84 -129 -18 23 


More important was the effect of war on,the number of marriages, 
which, although they rose slightly in the early years of the war to 
reach 45,224 in 1915, had fallen to 33,141 by 1918. Not only did the 
number of marriages decline absolutely, but, many being those of 
servicemen about to embark for overseas, did not involve an increased 
demand for homes. 

The reduction in the amount of building construction would 
involve a fall in employment in the building trades. But more im- 
portant, since we are examining secondary industry, it would also 
mean a fall in employment in those industries which supplied build- 
ing equipment and furniture. Thus employment in the following 
industries behaved in a similar fashion, so that 50,481 employees in 
1913 were reduced to 36,458 in 1917: (1) Bricks, tiles, pottery and 


12. Parliamentary Debates, Vol. LXXXII, p. 131, 12th July 1917. 
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earthenware; (2) lime, plaster, cement, asphalt, etce.; (3) marble, 
slate; (4) modelling, ete.; (5) saw-mills; (6) stoves and ovens; 
(7) billiard tables, cabinet making and furniture; (8) window blinds; 
and (9) joinery, boxes and cases. 

However, the components of these industrial groups often be- 
haved in opposite ways. For instance, in the first group it is the 
decline in the production of bricks which gives its stamp to total 
employment of the group. The production of tiles actually increased 
since, although total demand had fallen, imports had fallen to a 


greater degree. One manufacturer records: ‘‘.. . tile shipments from 
France came to an end. . . How to carry on? ... No time was lost 
in building a factory ... at Rosehill. By 1916 the factory was in 


full swing producing at the rate of 3 million tiles per annum. The 
establishment of similar factories in other States quickly followed.’ 
A similar situation prevailed in the production of pottery products 
and sanitary-ware for which Australia had previously been almost 
wholly dependent on imports; here again the local manufacturer took 
advantage of this opportunity.’ 

The sending of an army overseas can have repercussions in un- 
expected quarters; the New South Wales Year Book gives as one 
reason for a fall in the consumption of cigars and cigarettes in 1915- 
16: ‘‘. . . the withdrawal from the population of a large section of 
the males between the ages of 18 and 45 years.’”!> This reason applies 
with even more weight to the consumption of beer, and employment 
in breweries was reduced from 3,551 in 1913 to 3,191 in 1917. Un- 
doubtedly employment would have been even greater if the war had 
not cut off an import trade of about half a million pounds, equal to 
about one eighth of the value of Australian production. Imports 
had included a large quantity of high quality light beer from Ger- 
many, production of whieh now began in Australia. The small decline 
in beer production had a similar effect on the minor dependent indus- 
tries of cooperage and malting. 


III 


Exports from Australia felt the main effect of the war through 
the shortage of shipping. Total overseas shipping entered and cleared 
the Commonwealth, which amounted to over 103 million tons in 1913, 
had fallen to 5 million tons by 1917-18. Apart from the fact that 
previously over a million tons had been German shipping, the main 
reason for the drastic decline lay in the effect of the German sub- 
marine campaign which forced Britain to turn to sources of supply, 


13. Forty Years of Wunderlich Industry 1887-1927, p. 18. 
14. New South Wales Year Book 1916, p. 927. 
15. Ibid., p. 938. 
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such as Canada and the United States, which were much closer at 
hand. If it had not been for the purchase by Britain of the Australian 
wool clip in the later years of the war, without bothering about trans- 
port to markets, the general effect of the shipping shortage on the 
Australian economy would have been much more pronounced. How- 
ever, this section surveys only exports of manufactured products, and 
these make up a very small proportion of total exports. In addition, 
they are an even smaller proportion of the value of total manufactures. 
Nevertheless, within these industries the war brought about some sig- 
nificant changes. 

Not all the exports of manufactures suffered through the war; 
‘‘jam and fruit preserving’’ is an outstanding example of an industry 
for which the war opened up a new market. In this group of indus- 
tries employment rose from about 4,500 in 1913 to over 6,000 by 1918 
because of the enormous overseas demand for the Australian product. 
Exports of jam and jellies which were worth only £29,000 in 1913 
rose to about £2,000,000 in 1918-19, almost half the total output. The 
greater part of the demand came from the Allied governments. For 
instance, in 1917, the ‘‘ Imperial Government, the Admiralty and the 
canteens’’ took over 17 million pounds of jam and the U.S. Govern- 
ment took a similar quantity.1® Another industry within this group 
was affected in a similar manner. Exports of fruit preserved in liquid 
which were insignificant in 1913 increased in value to almost half a 
million pounds by 1918. 

For a variety of reasons the timber industry suffered severely 
during the war period. The great drought of 1914-15, which is de- 
scribed in more detail later, had effects more widespread than might 
at first be thought: ‘‘. . . there is a great shortage of logs at the prin- 
cipal milling yards. This is due to the impossibility for many months 
past of hauling from the bush to the yards on account of the want of 
horses and working bullocks. This situation has arisen because of the 
shortage and expensive price of horse feed and the scarcity of grass 
for bullocks.’!7 The other factors affecting the timber industry are 
more directly connected with the war. The first relates to the slump 
in the building industry and has already been dealt with. The second 
adverse factor is the decline in imports of timber which required 
treatment in saw-mills. Thirdly, there is the reduction in exports, 
partly because of decline in overseas demand but mainly because of 
the shortage of shipping space, which would particularly affect such ‘ 
a bulky commodity as timber. Undressed timber made up over 95 
per cent of the value of timber exports, and it fell from 133 million 


16. Argus, 30th December 1918, p. 7. 
17. The Timber Worker, 6th August 1915, p. 1. 
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super feet in 1913.to 19 million in 1917-18, a reduction in value of 
approximately three-quarters of a million pounds. As the net result 
of these factors, but mainly because of the decline in exports, employ- 
ment in saw-mills, which amounted .to 20,006 in 1913, had fallen to 
12,862 by 1917. 

One of the first effects of the war on industry in Australia was 
the complete disorganization of base metal production and processing. 
The great bulk of the lead, spelter and copper production was pur- 
chased by Germany, where much of the refining was also carried out. 
Thus in the first few months of the war the position was very con- 
fused; on 10th August 1914 the Australian correspondent of the 
Economist alarmingly reported that ‘‘the great silver-lead mines at 
Broken Hill have closed down, throwing thousands out of work’’;}8 
but a week later he corrected himself and stated that they were work- 
ing half time. The position of zine was particularly difficult since 
there was very little refining capacity in the United Kingdom and 
the enormous production of zine concentrates could not be sold, al- 
though there was a very real shortage of refined zine. As a result 
the Electrolytic Zine Co. of Australia was formed, and a plant was 
set up at Risdon for the processing of the zine with the aid of hydro- 
electric power. Similarly there were extensions to the silver-lead 
smelting plant and the production of refined copper greatly increased, 
while in 1918 a plant was erected to produce copper sulphate. Thus, 
although employment in the ‘‘metal and ore reduction”’ industry fell 
from 7,918 in 1913 to 5,576 in 1916, nevertheless the war saw the firm 
establishment under Australian control of the metal refining indus- 
try, so that by 1918 the production of refined lead, copper and zine 
amounted to 210,778 tons, whereas in 1914 it was only 96,341 tons. 

The final group of exports dealt with in this section are those of 
the food processing industries. In the early years of the war the effects 
of the drought conditions were at least as severe as any influence of 
the war. Production of wheat in 1914-15 amounted to only 25 million 
bushels compared with 103 million bushels in 1913-14 and for the 
first time for many years Australia had to import wheat. The effect 
on the flour mills was a fall in employment until 1915, after which 
employment steadily increased to take advantage of export markets 
created by the war. Thus in spite of shipping difficulties employment 
in 1918 had increased by 900 on the total of 2,900 in 1913. The 
drought affected the other food processing industries in a different 
fashion. Thus its immediate effect was for greatly increased employ- 
ment in the meat preserving industry as animals were slaughtered 
because of insufficient pasture. In 1915-16 when the drought broke, 


18. Economist, 26th September 1914. 
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and there was a restoration of the normal equation of stock to pas- 
turage, employment fell steeply. Thereafter, although it was difficult 
to supply enough shipping, the assured market in Britain meant a 
steady increase in employment until in 1918 it passed the previous 
peak of 8,100 in 1914. The production of butter, cheese and condensed 
milk declined at first because of the drought, but then, along with 
bacon curing, employment in these industries steadily increased, such 
growth being assisted in the later years of the war by the stoppage 
of trade between Britain and Denmark. It can be seen that in all 
these food processing industries the effects of the drought were severe 
in the early years of the war, but as these effects were thrown off 
employment steadily increased to take advantage of the assured mar- 
kets caused by the war. 


IV 


Shortage of shipping space, inability of overseas suppliers to meet 
requirements and high freight rates all combined to create shortages 
of many commodities in Australia, and the opportunity that this gave 
for expansion and variation in industry was one of the most important 
effects of the war on Australian manufacturing. The fact that the 
European nations could not maintain their exports enabled Japan 
and U.S.A. to come strongly into the market, but there were still 
many openings of which the Australian manufacturer could take 
advantage. Not satisfied with these opportunities, the Commonwealth 
Government created more by placing prohibitions on numerous im- 
ports, of which the most outstanding example is the so-called ‘‘luxury 
ban’’ of 1917. The reasons for the prohibition are by no means clear. 
As early as 1915 mention can be found of the necessity to ban luxuries; 
then, significantly enough, it was the chairman of the ‘‘Protectionist 
Association’’ urging ‘‘a prohibitive tariff on non-essentials’’!® A 
campaign really began to gather force in the Argus in 1917 and was 
particularly directed at American imports on which vital dollars were 
being spent. Mr. Hughes stated the Government’s attitude in March 
1917: ‘‘The Government have considered the matter . . . and have 
decided that, as a general policy, it is favourable to the regulation 
of imports. We are now considering to what extent and in what way 
we can give effect to that policy so that we may keep the wealth of 
the country within the country and the Empire, make available for 
loans and other purposes money which would otherwise be dissipated 
in unnecessary expenditure, and, at the same time, encourage as far 
as humanly possible the industries of Australia, and increase the 
opportunities of employment for our own citizens. With these okjects 


19. Argus, 13th October 1915. 
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in view the Government is now considering the policy of regulating 
imports. ’’2° 

Thus three reasons are given for the proposal: (1) To keep money 
within the Empire; (2) to make available for loans money formerly 
spent on luxuries; and (3) to encourage Australian industries. Indeed 
it seems that the intention at this stage was to extend the prohibition 
to cover other imports besides luxuries. However, by July, Hughes 
began to have doubts.2!_ What would happen to custom duties? 
What was a luxury? If the ban was extensive and diverted shipping 
from Australia, how would exports be transported? Hughes was con- 
vineed that caution was necessary but he overcame his doubts suffi- 
ciently to prohibit the importation of the following goods :2? 

1. Ale and other beer, porter, cider and perry, spirituous in 

bulk or in bottle. 
Potable spirits. 
Perfumed spirits and bay rum. 
Biscuits. 
Confectionery. 
Eggs in shell or otherwise. 
Fur apparel. 
Perfumery. 


Jewellery, imitation jewellery, and imitation precious stones. 
Bodies for motor vehicles, whether imported separately or 
forming part of a completed vehicle. 


92 fo 


SS DNS? Si 


=" 


Not all the prohibitions were absolute, for instance, spirits could 
be imported up to 70 per cent of the 1916-17 quantity, and the Mini- 
ster was given discretionary power over the others. If we look at each 
of these industries separately, the position becomes clearer. 


1. Breweries have already been covered in Section II. It is sufficient 
to say that the prohibition further reduced imports already affected 
by the war. 


2. The importation of potable spirits was significantly reduced, 
and employment in distilleries which had been fairly constant at 
about 240 until 1916, rose to 400 in 1918. 


3. Imports of perfumed spirits and bay rum fell by half from 
their 1916-17 total of 14,000 gallons, but the difference in value was 
only about £20,000. 


4. Since the output of the biscuit industry was valued at about 
£4 million, and the total imports in 1916-17 were worth £7,000, the 
prohibition was of no significant use. 


5. The confectionery industry had been growing at a rapid rate 
during the war, so that employment of 3,840 in 1913 had risen to 
4,570 in 1916. However, the import ban gave an additional impetus 

20. Parliamentary Debates, Vol. LXXXI, p. 11,695, 16th March 1917. 


21. Ibid., Vol. LXXXII, p. 212, 18th July 1917. 
22. Commonwealth Gazette, No. 125, of 10th August 1917. 
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to the industry when it stopped imports to the value of £400,000. 
As a result employment rose to almost 7,000 by 1918. 
6. ‘‘Eggs in shell or otherwise’? make up a very insignificant 


item. Eggs in shell do not come into the category of secondary ‘ 
industry. 


7. Employment of furriers rose rapidly after 1916, to reach 450 
in 1918-19, and while this was undoubtedly assisted by a decline in 
imported fur apparel, the increasing popularity of the rabbit skin 
coat was probably the major reason. 

8. Imports of perfume appear to have been little affected. 


9. Imports of jewellery had already suffered as a result of the 
war and were lowered further by the prohibition; employment rose 
in the industry as imports bore an increasingly smaller proportion 
of total output. 


10. The proclamation in August 1917, prohibiting the import of 
all motor bodies, was varied in 1918 to permit the import of ‘‘one car 
with every two chassis imported’’.28 The effect of this partial prohi- 
bition was to substantially reduce imports and establish the motor 
body construction industry. Until the ban was imposed, only orders 
for the production of individual bodies had been taken. Thus the 
Tariff Board report for 1924 states: ‘‘One of the most important 
industries established in Australia in recent years is that of motor 
body building. It was undertaken in a big way in the war period 
when importation was restricted in order to conserve shipping space.’ 4 
Here is yet another explanation of the ‘‘luxury ban’’. 

It appears that fundamentally the Government’s decision to im- 
pose the ban resulted from its protectionist principles. The justifica- 
tion of the decision was based on the beneficial effects it would have 
on the war effort, and this explanation would receive a ready response 
from the population. However, on closer examination, the Govern- 
ment found many difficulties in giving effect to this policy and the 
final list of prohibitions was a half-baked affair. It included items 
extremely small in value, but obvious luxuries, such as perfumes, furs 
and jewellery and, at the same time, gave worthwhile protection to 
the beer, spirits, confectionery and motor body industries. The actual 
effect of the prohibition is hard to judge since the year following its 
introduction was that of the severe shipping shortage. But imports 
of the ten items which were worth about £34 million in 1916-17 declined 
to about £2 million in 1917-18. Thus there was a fall in value of 
approximately £14 million, of which only about £300,000 came from 
outside the Empire and, of this, only about £100,000 from the U.S. 
The conclusion that the measure was fundamentally protectionist is 
strengthened by the fact that it was not lifted until May 1920 the date 
of the new tariff. 


23. Parliamentary Debates, Vo. LXXXIV, p. 4,758, 16th May 1918. 
24. Tariff Board Annual Report, 1924, p. 11. 
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Apart from specific prohibitions, numerous other industries bene- 
fited from the general difficulties surrounding importation. A selec- 
tion of these is examined below. 


1. Musical Instruments. Imports of pianos, coming mainly from 
Germany, amounted to £24 million annually pre-war. This trade was 
cut off by the war, and, although America entered the market, imports 
never amounted to the pre-war volume. Employment steadily rose in 
the industry and Joseph Wertheim could claim before the Tariff 
Board that, although his was the only factory in Victoria in 1914, 
‘the stoppage of imports during that particular period was therefore 
the direct cause of the birth of four new local piano factories’’.?5 


2. Glass. Between 1916 and 1918 employment in the glass in- 
dustry rose from 2,028 to 2,728. This expansion must have been at 
least partly to take advantage of the interference with imports: for 
instance, imports of glass sheets fell from 15 million to 6 million super 
feet and prices rose to such an extent that the New South Wales 
Year Book commented: ‘‘The incidence of the war has placed a 
premium on the production of articles of glass-ware, and the continual 
advance in prices should afford an ample measure of protection to 
the industry, as importations have practically ceased.’ It was in 
1916 that the Australian Glass Manufacturing Co. was formed, later 
to be converted into the giant Australian Consolidated Industries Ltd. 


3. Surgical, Optical and Other Scientific Instruments. After 
1916 this small industrial group grew rapidly from 300 employees 
to 450 in 1918-19. A large portion of the imports had previously 
come from Germany and although the value of imports only fell by 
one-fifth during the war, the fall in quantity must have been much 
greater. The skill and equipment required to expand the industry 
were not to be acquired overnight but undoubtedly the more simple 
instruments were manufactured. Felton Grimwade & Co. branched 
into this new field: ‘‘The articles constructed included chemical 
balances and scale weights, tripods, retort stands, clamps, Bunsen 
burners, pulleys and general physical apparatus. ... Another fresh 


activity is the manufacture of surgical instruments. ... The work 
was first taken up to supply the Defence Authorities with instruments 
for which there was an urgent need... .’’2? 


4. Chemicals, Drugs and Medicines. The group is similar to the 
last in that the production of many of the commodities requires highly 
complex techniques. However, employment rose rapidly after 1916, 


25. Tariff Board Report and Recommendations on Pianos and Piano-Players, Parliament- 
ary Papers, Vol. 2, p. 1,999. 

26. New South Wales Year Book 1917, p. 635. 

27. Argus, 25th August 1916, p. 7. 
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from 2,100 to 2,700 in 1918-19. New products included photographic 
chemicals such as progallal and amidol, many coal tar derivatives, 
gelatine, collodion, rennet, aspirins, and sheep dip. When Mr. W. M. 
Greene introduced the 1920 tariff he stated: ‘‘The war has led to 
the establishment of a large number of what might be termed minor 
industries, which, though perhaps unimportant in themselves, are 
of the highest importance as the complement of other industries of 
the greatest moment to the country. ... It is, perhaps, among the 
chemicals that many of these minor industries will be found protected 
for the first time.’’28 


5. Paints, Varnishes and By-products. The industry grew quickly 
after 1917, and employment doubled to reach 500 in 1918. The oppor- 
tunity was created by the decline in imports of paints which were only 
47,000 ewt. in 1917-18 compared with 224,000 in 1913. Lewis Berger 
& Sons, who began production in 1917, was one of the firms which 
took advantage of the shortage. The industry was also assisted by 
the opening up of an export market to New Zealand, where paints 
were also in short supply. In November 1919 the Government claimed 
that this was a ‘‘war-encouraged’’ industry, that it was being threat- 
ened by foreign competition, and that a total prohibition on imports 
was necessary.?9 


6. Boots and Shoes. Between 1916 and 1918-19 employment in 
boot and shoe factories rose by 2,500. A variety of reasons were 
responsible. The war reduced an import trade of about £500,000 
to little more than £100,000. Secondly, this industry continued to 
supply the needs of the troops overseas. Finally, because of the world 
shortage, an export trade of £4 million was built up immediately after 
the war. Similarly, employment in tanneries by 1918-19 had expanded 
by 800 on the pre-war total. Here there was the added incentive of 
large exports of leather to the U.K. during the war years. 


7. Numerous other manufactured imports such as cocoa, leather 
articles, toys, matches, brushes, glucose and toilet soap suffered some 
interference from the war and in each case output was expanded or 
begun in Australia in an attempt to meet the shortage. 

Tron and Steel and Related Industries. The iron and steel indus- 
try requires special treatment because of its critically important posi- 
tion at the centre of secondary industry and because the period of the 

28. Parliamentary Debates, Vol. XCI, p. 720, 24th March 1920. 

29. The list of prohibitions can be seen in Commonwealth Gazette No. 126 of 3rd 
November 1919. It includes over 50 commodities—almost all metals and chemicals. Mr. 
Greene claimed that the prohibition was designed primarily “to protect temporarily a number 
of industries which were born or largely developed during the war, and which are being 
subjected to a fierce competition from outside in the hope of crushing them out of existence 


age it is possible to give them adequate protection through the tariff’”’.—Argus, 9th Decem- 
er 1919, p. 8. 
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war saw the establishment of Broken Hill Proprietary as a steel pro- 
ducer. In 1913 Australia possessed an infant iron and steel industry 
in the Hoskins plant, which was struggling for its existence at Lith- 
gow, N.S.W. No tariff protection had been given the industry, but 
between January 1909 and June 1914, it had been encouraged by a 
production bonus of £138,091, which had helped it to consolidate its 
position and expand production. However, production was only on 
a modest scale and went only a little way to meeting Australia’s re- 
quirements. On 30th June the bounty ceased and the tariff of 1914 
gave only slight protection. A new Iron Bounty Act was passed in 
1914 to operate for one year. It reduced the bounty on pig iron from 
12/- to 8/- per ton and removed the bounty on steel, puddled bar and 
galvanized sheets; the Act was renewed for another year, but finally 
lapsed in December 1916.%° 

The circumstances of the war had nothing to do with the entrance 
of B.H.P. into the steel industry. In January 1913 a B.H.P. publica- 
tion records: ‘‘The scheme now presented has for a long time past 
received the earnest consideration of the directors.’’*! The company 
considered that tariff protection would be unnecessary and that it 
could profitably operate without support. The general manager re- 
ported: ‘‘I consider that the position is so strong that the company 
will be able to hold its own in fair competition against all comers.’’®2 
Construction of the works continued throughout this period, and the 
first blast furnace was ‘‘blown-in’’ in March 1915, and the first steel 
produced in April. 

Although B.H.P. neither took advantage of the bounty in its first 
year of operation nor sought tariff protection, the majority report 
of the Interstate Commission considered that its prospects were not 
bright, that its cost position up to April 1916 was such that in normal 
times it could not compete outside New South Wales, especially be- 
yond the stage of pig iron, and that even in that product, free imports 
would limit its area of distribution.** However, as the war progressed 
the outlook for the industry completely changed. The scarcity of 
shipping and the increased overseas demand combined to cause a very 
steep fall in iron and steel imports. For instance, imports of ‘‘bar, 
girder, hoop, ingots, plate and sheet (plain)’’ which amounted to 
5,071,000 ewt. in 1913 had fallen to 556,000 ewt. in 1917-18. 

For Hoskings the changed situation meant reasonable profits, 
but B.H.P. was in a more favourable position because of its modern 


30. For a history of the industry see N. R. Wills’ Economic Development of the Iron 
and Steel Industry. 

31. Iron and Steel Industry—Detaile of Scheme Accompanied by Reports, p. 1. 

32. Ibid., p. 15. 

33. Report of Interstate Commission—Tariff Investigation on Iron and Steel, Parlia- 
mentary Papers, 1914-17, Vol. VI, p. 1,605. 
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plant and more economical situation. It was able to expand and 
diversify its products, probably far beyond the expectations of its 
founders : 

‘‘Facing the rush of orders the Pty. developed its plant at a 
further cost of £500,000, erecting four additional open hearth steel 
furnaces, with by-product coke ovens and other essential plant. Still 
it remained inadequate to cope with the ever-increasing volume of 
orders... .. To meet the shortage due to the war, of structural and 
merchant steel and wire rod, the Company installed an 18 in. struc- 


tural mill, 12 in. and 8 in. merchant mill and a modern Morgan rod 
mill.’’84 


‘*By the end of the year [1917] the need for rolling steel plates 
not only for the Company’s second blast furnace, but for the ship- 
building scheme, which was engaging the attention of Government 
and private shipyards became insistent. Steel housings, each over 40 
tons, were cast for converting the heavy rolling mill into an improvised 
mill. This enabled the production of 13,000 tons of steel plate. ...”’ 

‘To meet the Federal Government’s wish to secure for Australia 
adequate supplies of foundry iron, the Company erected a small blast 
furnace, blown-in on 17th July 1918.... This furnace also melted 
manganese ... war had cut off supplies.’’®> 

Obviously, the war came at a most opportune time for the develop- 
ment of the iron and steel industry. It has been shown how the lack 
of competition ensured easy profits for the industry and enabled a 
great extension and diversification of products. Indeed, in spite of 
B.H.P.’s early plans not to require governmental assistance, it is 
difficult to see how the Company could have survived its early years 
without the assistance of the war, unless it was to exist as a simple 
pig iron producer. Two reasons can be advanced for this view. Firstly, 
the conclusion of the Interstate Commission, already mentioned, con- 
cerning the height of B.H.P.’s costs. Secondly, despite the protection 
of the 1920 tariff, the industry was in difficulties in 1922 and 1923 
because of dumping from overseas; it seems most probable that in 
normal times overseas competitors would have attempted, by dump- 
ing, to break the company when it first began to operate, and in 1914- 
15 there was no adequate preventive legislation. The final conclusion 
we can reach about the effect of the war on the iron and steel industry 
is discussed more generally below; the war demonstrated the need 
for a local steel idustry and this was a vital factor in the minds of 
the framers of the tariff. The fact that the industry obtained no ade- 
quate protection from the 1914 tariff shows the pre-war attitude of 
the legislators. 

Despite the rapid development of the iron and steel industry, 
employment in ‘‘ Engineering, Iron Works and Foundries’’ remained 


34. B.H.P. Review 1935, p. 24. 
35. Ibid., p. 25. 
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throughout the war below the 1913 level of 26,000, the lowest ebb 
being 23,500 in 1917. Employment in other metal working industries 
behaved in a similar fashion to engineering. Undoubtedly the main 
reason for the slackening is the decline in imports on which these 
industries depended for their raw materials, and the expanding out- 
put of B.H.P. only met this need to a small degree. The president of 
the Engineering Association of N.S.W. stated that: ‘‘Much is being 
done [by the engineering industry] but one cannot help reflecting 
upon what might have been done had the Australian Government 
more determinedly fostered or encouraged the production of what 
might be called the raw materials. As it is, we are metaphorically 
wringing our hands and erying out for materials that under efficient 
exploitation are available in illimitable quantities within our own 
borders. ’’%6 

However, together with the decline in raw materials, the difficult 
import situation also created an excellent market for manufactured 
metal products, and the metal working industry during the war was 
one of turmoil as individual firms, despite the shortage of raw mate- 
rials and their lack of equipment and skill endeavoured to take advan- 
tage of the changed situation. One large firm’? noted that with the 
war it was able to branch into the production of large marine engines, 
semi-diesel crude oil engines, forged steel wheels, tyres, engineers’ 
studs, screws, nuts, bicycle spindles, sprockets and similar kinds of 
repetition work, all of which were formerly imported. For another 
firm®® the shortage of raw materials meant the stoppage of work in 
small boilers but it was able to produce typewriter parts, extend its 
range of centrifugal pumps and even make three aircraft engines. 
These experiences are quite typical of other metal working firms and 
although the shortage of raw materials precluded an increase in total 
output, the most vital effect of the war was to greatly increase the 
range of products made, and so whet the appetite of the Australian 
manufacturer. 





vV 


As well as directly affecting the pattern of production, the war 
created the situation which made necessary the Greene Tariff of 1920. 
The previous tariff introduced in 1914 had increased duties but almost 
wholly for revenue purposes and any slight protective effect was en- 
tirely swamped by the influence of the war. But the Greene tariff 
substantially revised and raised tariffs and spread the protective net 
much wider, so that it included basic industries, such as steel. Such a 

36. Australian Statesman & Mining Standard, 18th October 1917, p. 45. 


37. Thompson & Co.—see The Australian Tariff Handbook, ed. A. Pratt, p. 151. 
38. Kelly & Lewis—50 Years of Engineering, 1899-1949, p. 33. 
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tariff was a necessary condition for the emphasis in production to be 
moved from primary to secondary industry. 

Australia was no exception to the intensification of national feel- 
ing throughout the world. The actions of her troops overseas increased 
local patriotism and greatly added to the feeling of self-conscious 
nationhood. The shortage of goods formerly imported illustrated the 
danger of dependence on overseas supplies, and the fact that many 
shortages were met by local production increased Australian pride 
and self-confidence. Much labour and capital was employed in these 
new industries, and employment had to be found for between three 
and four hundred thousand servicemen. Thus when the pressure of 
overseas competition was again felt after the war the country was 
ready for the panacea of higher tariffs, and a president of the Cham- 
ber of Manufactures could indeed state with conviction: ‘‘Free trade 
fe Pee ee 

When introducing the tariff, Mr. Greene (the Minister for Trade 
and Customs) stated that ‘‘considerations arising out of the war, and 
out of the economic and financial position in which Australia finds 
herself have led to the framing of this tariff. . . .’’8® More specifically 
he endorsed the policy speech of Mr. Hughes: ‘‘The tariff will protect 
industries born during the war, will encourage others that are de- 
sirable, and will diversify and extend existing ones.’4° When Greene 
gave more details of the tariff it became obvious that he was basing 
his argument squarely on the position resulting from the war. ‘‘I 
wish to direct the attention of honourable members to one or two of 
the outstanding lessons of the war. I do not know anything which 
has emphasized the isolation of Australia and its dependence upon 
outside sources of supply more than the violent struggle, through 
which we have passed, has done.’’4! Mr. Greene then illustrated his 
case with the following points: 


1. During the war there was a great overseas demand for tinned 
food which Australia could not meet, as it could not obtain 
tinned plate. 


2. Australia’s heaviest losses were caused by the shipping short- 
age which could have been rectified if there had been an estab- 
lished shipbuilding industry. 

3. The war ‘‘not only found us lacking in many of the essentials 
of modern life, but it led to Australia being bled to an almost 
unlimited extent by profiteers on the other side of the world’’.4? 

4. ‘“‘The war has taught us... that Australia is lacking in many 
of those things which are absolutely essential for her defence. 

39. Parliamentary Debates, Vol. XCI, p. 710, 24th March 1920. 
40. Ibid., p. 702. 

. Ibid. 
42. Ibid., p. 703. 
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... Perhaps this time it did not matter much .... But 
should we not reflect that some day the war may not be 12,000 
miles away from us? We may be called upon to defend this 
country, and the lines of sea communication may not be kept 
open. From the point of view of defence alone, Australia 
has a duty to fit herself to equip her troops with everything 
that a modern army requires.’’4% 

It can be seen how the circumstances arising out of the war were 
used by the Government as the principal justification of the tariff. 
No comprehensive study is made here of individual tariff items, but 
for the first time protection was extended to the iron and steel industry 
and this necessarily involved protection for all those industries which 
used its products as raw material. Time and again throughout the 
tariff debate, instances are given of industries created by the war. 
This was always used as a justification for a tariff increase. One 
cannot escape the impression that the framers of the tariff eagerly 
seized upon any connection with the war as a sufficient reason for 
protection. It seems most probable that all commodities, the manu- 
facture of which began on any reasonable scale in the turbulent 
period 1914-19 received protection in 1920.44 At the same time an 
outlook was created which was favourable to general protection and 
the encouragement of new industries. 


VI 


It is quite true that ‘‘there is no literature of Australian manu- 
facturing’’4® in the sense of critical historical studies. But no survey 
of Australian development can be complete unless it includes some 
generalization as to the effect of the war. Although these generaliza- 
tions have been made, they lack unanimity. They range from those 
which see this period as an ‘‘arrest of progress’’,4* to such views as 
‘fan uneven balance of advantages and disadvantages’’47 until the 
opposite extreme is reached where ‘‘the impetus given to secondary 
industry as a whole is difficult to overestimate’’.48 

Brian Fitzpatrick’s view of the war as an ‘‘arrest of progress’’ 
is at least partly based on the level of unemployment during the war. 
He states: ‘‘ Official statistics show the war building up heavy human 
and national debits. ... For example, unemployment had averaged 
53 per cent in the seven years before 1914, in the next seven years 


43. Ibid., pp. 705-6. 

44. On 24th October 1919 the Sydney Telegraph published a list of products which it 
claimed was a selection from a list of 400 issued by the Commonwealth Government. It was 
stated that these 400 commodities were made for the first time in Australia during the war. 
The selection can be seen in Ernest Scott’s Australia During the War, p. 549, Vol. XI of 
Official History of Australia in the World War of 1914-18. 

45. Brian Fitzpatrick in C. Hartley Grattan Australia, p. 427 (University of California 
Press, 1947). 
46. B. Fitzpatrick, The Australian People 1788-1945, Chap. 13, p. 77-8 (M.U.P., 1947). 
47. H. Heaton, Modern Economic History, p. 180 (Macmillan & Co., Melbourne, 1925). 
48. A. Robinson, Mining & Secondary Industries in Victoria, p. 21 (M.U.P., 1936). 
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the figure rose above 7, and in the war-time year of 1915 above 9 per 
eent. ...’’49 Firstly we might query the statistics. The figures for 
unemployment are based on Labour Reports but are most unreliable ; 
before 1912 the sample taken to estimate unemployment was very 
small, and before 1913 the figure was based on trade union returns 
in December. In the war years the sample is much larger and returns 
are made quarterly. Thus comparisons of unemployment before and 
during the war, are, to say the least, hazardous. However, that is not 
all. To say that unemployment in the war-time year of 1915 was 
over 9 per cent, is to overstate the influence of the war; 1914-15 was 
alsy the period of an extremely severe drought, and the Australian 
economy, dependent as it is on primary production, could not but 
expect to be adversely affected. 

This does not mean that the war caused no unemployment. The 
Australian correspondent of the Economist could report alarmingly 
in September 1914: ‘‘ Already our industrial system is on the verge 
of collapsing.’’®° But two months later he could look back at the dis- 
organization of overseas trade and report that ‘‘the situation has 
considerably eased since then’’.5! Also, this study has shown how 
such industries as housing and metal processing slumped with the war. 
But the point is that the drought was at least equally responsible for 
the deterioration in economic conditions. A eéntemporary periodical 
takes a similar view: ‘‘One of the knottiest points which the commer- 
cial and political circles of Australia have to unravel to-day is the 
best way of finding employment for all hands. In some industries 
the necessity has arisen undoubtedly through the war; but the greater 
part of the unemployment difficulty in this part of the world is due 
directly or indirectly to the drought, and the circumstance that this 
has occurred simultaneously with the war... .’’5 

During the remaining three years of the war, 1916, 1917, and 
1918, unemployment averaged 6:2 per cent, which if a comparison 
can be made is only slightly above pre-war. But obviously the war 
did not bring prosperity and full employment. When seasons were 
good and prices high, shipping was scarce; there were no enormous 
demands on industry for war equipment and finally, because of in- 
dustry’s limited stage of development and the difficulties in procuring 
its raw materials, complete advantage could not be taken of the 
shortage of imports of manufactures. 

However, this study is not primarily concerned with unemploy- 
ment and social conditions, but rather with the effect of the war on 


49. Fitzpatrick, op. cit. 

50. Economist, 26th September 1914. 

51. Ibid., 5th December 1914. 

52. Australian Statesman & Mining Standard, 12th November 1914 p. 414, 
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the type of output of secondary industry. It is quite true that there 
are very real limits to the scope for change that is practically possible 
at a certain stage of industrial development. It is also true that in 
1914 these limits were comparatively narrow for Australia. But 
they were not so narrow as to preclude a significant alteration in the 
pattern of production. Those industries, such as housing, which con- 
tracted during the war, did so because of a temporary change in the 
pattern of demand. When more normal conditions were restored 
efter the war, these industries naturally expanded. They had suffered 
no permanent blow. 

On the other hand many industries, including the ‘‘heavy’’ in- 
dustries, grew because of the inability of the overseas suppliers to 
meet demand. Some grew absolutely such as iron and steel and 
chemicals. Others grew in the sense that they expanded the range of 
production and introduced new skills and techniques; these would 
include engineering and metal processing. These gains were per- 
manent, for not only did the war directly diversify production, but 
indirectly, by making possible the tariff of 1920, it set the stage for 
the further diversification and general development of secondary in- 
dustry which took place in the ’20s. The war was the priming charge 
which set off the chain of events which changed Australia into a 
mature industrial economy. 

COLIN FORSTER. 
Australian National University. 











NEW SOUTH WALES TRADERS’ PROTECTION 
ASSOCIATION, 1923-1944 
I. Aspirations and Activities. 
II. Degree of Monopoly and Competition. 
III. Business Ethics: Analysis of Association Attitudes. 

The N.S.W.T.P.A. was formed in 1923 and registered as a non- 
profit making association. Since 1930 it has been registered as an 
Industrial Union of Employers and has been represented on all 
relevant Industrial and Conciliation Committees.! In 1944 it changed 
its name to the N.S.W. Grocers & Storekeepers’ Association which 
still functions. This article is concerned mainly with its pre-war 
policy for there seems to be little point in dealing with this trade 
association’s policy under government price fixing, when its role 
became one of assisting in the administration of the price control 
scheme. The main interest of the article centres on the code of 
business ethics of the typical small shopkeeper. This is uncovered by 
concentrating on the ten-year period prior to the second world war 
for it includes a period of boom, a period of depression, and a period 
of recovery. One would normally expect the desire to associate to 
vary considerably in these different economic conditions.” 


I 


The T.P.A. appears to have grown out of, though it did not 
replace, the Retail Grocers’ Association of N.S.W. (R.G.A.) which 
was formed as early as 1903. After the first world war this associ- 
ation operated a co-operative buying group, but was smashed by the 
wholesalers during the early ’twenties by means of a price-cutting 
war. By purchasing in bulk from manufacturers and obtaining 
quantity discounts it was able to supply its members at a much 
cheaper price than they could obtain from wholesalers. The whole- 
salers replied firstly, by offering sugar in small quantities to grocers 
at the bulk price from the refinery plus transport charges. This 
was less than the R.G.A. price because no handling charges were 
included. Price cutting between wholesalers soon cut prices to the 
bulk price from the refinery with free transport. And there are 
some instances of prices below the bulk price. The condition attaching 
to participation in these low sugar prices was that the grocer should 
purchase all his supplies from the wholesaler. It was by means of 


1. The N.S.W.T.P.A. was affiliated with the Federation of Retail Grocers’ Associations 
of Australia, which meets annually in conference. Each affiliated association is entitled 
to send at least two delegates with an additional delegate for each 100 members in excess 
of 500 up to a maximum of four. The member associations appear to be fairly autonomous 
in that there is little direction from above. The Federation is concerned with general 
Principles or attitudes (though constitutionally its objects are much wider). 

2. As we shall see later, a special feature of the period prevents us from obtaining 
a very clear picture of how this relationship works. 
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this price cutting war in sugar that the wholesalers put the original 
co-operative buying group out of business.® 

Out of this situation sprang the T.P.A. which, unlike the Retail 
Grocers’ Association, contained representatives of retail grocers (in- 
cluding from about 1930, chain store grocers and co-operative 
societies), wholesalers, and manufacturers. It seems to have been an 
attempt to achieve by conciliation what the R.G.A. could not achieve 
by openly opposing the powerful wholesaling group.4 But it is obvious 
that, since the T.P.A. was composed of members whose rights and 
interests were unlikely to be the same, it would be powerless to 
achieve anything for its main class of member—the independent 
retail grocers—in the way of concessions from wholesalers and manu- 
facturers. As far as the manufacturers and wholesalers were con- 
cerned, it was a good way to restore the status quo.5 

It is not unfair to say that the T.P.A. had no major achievement 
to its credit in the field of price maintenance. It did manage to 
obtain some small concessions but these were achieved by agreement 
rather than by the force of collective bargaining. The Association 
sent many deputations to the Premier or other appropriate Minister 
but always without much success. The most notable achievement in 
this sphere, after many years of continuous agitation, was the pass- 
ing of an Act regulating hours of trading, but its benefits proved 
illusory. 

The truly amazing part of the whole history of the Association 
—so conspicuous by lack of achievement®—is the almost incredible 


8. Sugar may seem a small item on which to wage a price-cutting war, but apparently 
it formed as much as one-eighth of gross turnover. A survey of almost 125 shops covering 
60 lines and 98 per cent of sales turnover in 1926-27 conducted by the Grocers’ Association 
of Victoria showed the following percentage turnovers: Butter, 19.74; Sugar, 12.35; 
Biscuits, 5.30; Eggs, 5.27; Tea, 5.08. Grocers Advocate, Vol. 23 No. 11 (November, 1927), 
the official journal of the N.S.W. Retail Grocers’ Association. 

4. This view is borne out by the general statement of the objects of the Association: 
“To organize, watch over, maintain, promote and assist by lawful means, the rights and 
interests of members of the Association with regard to matters which may be considered 
of common interest, and of the grocery and provision trade generally”. Trader, Vol. 9, 
No. 2 (November, 1931), the official journal of the N.S.W. Traders’ Protection Association. 

So as not to distort the picture, it should be mentioned that chain stores, whole- 

salers and manufacturers had only quite small representation on the Council and were 
often absent from meetings. Nevertheless these groups did not have to concede one major 
point to the independent grocer group. The concessions which were made did not cost 
them much. 

6. The following are examples of concessions claimed as ‘notable achievements’ : 

a. Alteration in the method of quoting butter prices. The Association objected to 
the practice of the Dairy Produce Selling Agents’ Association of quoting the 
price of butter exclusive of box, wrapping and cartage charges, and of adver- 
tising this price in the daily press, because it ‘“‘showed” a profit margin which 
was not real and made butter prices appear high to consumers. A request for 
the abolition of butter box charges was met with a blunt refusal. . 

b. Abolition of separate bacon cloth charges. This was described as ‘‘a benefit of 
£25,000 p.a. to the trade’, but did this really reduce bacon prices? 

ce. Prevention of “interference with legitimate rights of retail grocers’ during the 
depression when three large furniture and drapery stores proposed to give away 
groceries in an effort to boost their sales. 

d. Participation of grocers in the administration of food relief. This is a long story 

which cannot be told here. 

Obtaining of more equitable quantity discounts, and the discontinuance of the 
3% per cent quantity discount by the Egg Board on orders of 50 cases per week 
. Stopping of price-cutting wars between members in particular suburbs. 


© 
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optimism displayed in its journal. Successful completion of negoti- 
ations is always just around the corner—the corner is always in 
view but is never reached! Only when the subject of chain store 
competition is touched upon does the tone of the journal change— 
and then it changes, not to one of pessimism, but to one of indignation 
at the unfair persecution of independent grocers by the chain stores. 

To illustrate this unbounded but completely unfounded optimism, 
one need only take the Fair Trading Association (F.T.A.) incident 
—the reason for calling it an ‘‘incident’’ will become apparent later 
—which must be related at length because it was certainly the most 
ambitious experiment of the period under review and casts a good 
deal of light on the aims of this trade association. 

To understand this ‘‘ineident’’ it is necessary to recall some of 
the special features of the depression period as it affected the grocery 
trade. The revival of economic activity after the depression found 
the independent grocery stores unable to compete with the grocery 
chains. So long as Government food relief remained a significant 
part of the total expenditure on groceries, the independent grocers 
could hold their own with the chain grocery organizations.? But with 
the revival of economic activity and the consequent decline in the 
volume of food relief, the independent grocers found themselves 
unable to compete effectively against the grocery chains. The prices 
charged by the two classes of traders began to diverge. At this time, 
consumers were naturally anxious to take advantage of the lower 
prices being charged by the chain stores, and thus in this era of 
acute price competition the independent grocers lost ground. 

It was in this setting that a bold attempt was made to meet 
chain store competition. Clearly the independent grocer with his 
inferior buying position and small financial means could not hope to 
wage a successful price-cutting war on the grocery chains. In fact, 
there is some evidence to support the view that the grocery chains 
were not without the thought of waging war on the independent 
grocers. 

For the independent grocer, the immediate post-depression 
period did not remove the spectre of bankruptey which, during the 
depression, had claimed many businesses and had continually haunted 
those which had managed to carry on. On the contrary, it can be 
maintained that the threat of extinction was considerably enhanced. 
The threat of extinction by the general lack of trade activity was 
replaced by a new threat of extinction by the chain stores. The 


7. Government food relief virtually amounted to the suspension of price competition 
in this period. Attempts were made to compete in non-price forms and particularly by 
means of free-gift coupons but these were illegal and could incur de-registration and 
consequent loss of all food relief business. 
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reality of this threat cannot be doubted. The independent grocer 
certainly had no doubt about the consequences of chain store 
competition. The Association claimed that ‘‘the root cause of our 
suffering to-day must be diagnosed as ‘Chain Store’ operation, and its 
concomitant price-cutting.’’ It suggested that the only solution to 
the problem of the independent grocer lay in co-operation between 
the manufacturer, merchant and retailer, and that the repercussions 
of the existing methods of merchandising were equally menacing to 
all three groups and thus ‘‘compel common agreement among harassed 
business executives that remedial measures are urgently imperative 
to prevent disaster of the first magnitude’’.8 This appeal to co-operate 
was not novel. The T.P.A. was quite aware of the potentialities of 
‘*eo-operation’’ and had on numerous occasions through its journal 
appealed for the co-operation of the various branches of the trade 
in restoring ‘‘sane trading conditions’’. Of the price-cutter, the 
Grocers Advocate wrote: 


‘‘Such an individual needs an introduction to John Stuart 
Mill from whose lips many words of wisdom have fallen. He it 
was who very forcibly said, ‘My liberty ends when it begins 
to involve the possibility of ruin to my neighbour’. Would that 
one could inculcate like principles into the very core of some 
grocers and others with whom we have come in contact. Life 
for them and their competitors would be a much sweeter thing 
and there would be greater harmony than exists in the trade 
to-day in many quarters’’.9 


Although the T.P.A. had often expressed the desire to institute 
a price maintenance scheme, it was not until 1934 that any active 
steps were taken to bring about its realization. The T.P.A. itself 
could not initiate any scheme to maintain prices because its consti- 
tution prevented it from doing anything contrary to the interests 
of its members who were recruited from the ranks of the manu- 
facturers, the wholesalers and the retailers. Therefore it was deter- 
mined ‘‘that the administration of any scheme to curtail the 
advantages of privileged buyers and prevent price-cutting must be 
controlled by an independent body so that enforcement may be made 
of any agreement entered into by Wholesaler, Manufacturer or 
Retailer’’.1° To that end it was decided to set up an authority 
corresponding to the Proprietary Articles Trade Association 
(P.A.T.A.), which ‘‘is determined to prevent a few unscrupulous 
traders from ruining the trade of the retailer, and also damaging the 


8. Trader, Vol. 11, No. 8 (May, 1934). 
9. Grocera Advocate, Vol. 21, No. 9 (September, 1925). This quotation appears to 


recognize a conflict of interests, but the T.P.A. never recognized the existence of such 
conflict. 


10. Trader, Vol. 11, No. 8 (May, 1934). 
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goodwill of the manufacturer’s lines’’.1! The method of doing this 
was to require the manufacturers and the retailers of price protected 
lines to agree to abide by certain conditions of sale. The P.A.T.A. 
conditions of sale are: (a) Wholesale distributors must sell to retail 
distributors only, and (b) Retail distributors must sell to consumers 
only; and both classes of distributor agree not to sell or supply to 
purchasers at lower prices or rates than those stated in the P.A.T.A. 
list.12 Of course before any proprietary article could be listed it had 
to show a reasonable margin to the distributors concerned. These 
conditions of sale are enforced by means of a stop list. Immediately 
a P.A.T.A. line is cut, a stop list is issued for all other lines on the 
P.A.T.A. list. If a manufacturer breaks the conditions of sale, all 
retailers are supposed to refuse to stock his lines; and if a retailer 
offends, all manufacturers are supposed to withold supplies to him. 
But whether this always happened in practice is doubtful.48 

The Fair Trading Association (F.T.A.) was to be modelled on 
the P.A.T.A. In fact, the executives of the P.A.T.A., acting in a 
consulative capacity, were responsible for launching the new associ- 
ation.14 It was not long before the F.T.A. scheme was unanimously 
approved by the wholesalers and the T.P.A. whose whole-hearted 
support and co-operation was pledged to it. At this early stage in 
the negotiations, we are informed that ‘‘a number of Manufacturers 
have already been interviewed, and it is confidently anticipated that 
many will consent to their products being placed on the Protected 
Price List’’.15 

The T.P.A. received the formation of the F.T.A. with tremendous 
enthusiasm. It was stated in the Association’s journal that ‘‘the 
advent of the F.T.A. is the most momentous happening in the 
remembrance of retail distributors of this generation, and it gives 


11. Statement of the Secretary of the P.A.T.A. (Mr. H. D. B. Cox) made at one 
of the T.P.A. monthly board meetings. Trader, Vol. 6, No. 1 (October, 1928). The P.A.T.A. 
is composed of manufacturing chemists and pharmacists in N.S.W. It appears to be one of 
the most highly developed of the retail trade associations, but information about its 
activities is hard to obtain and its publications are confined to its price protected list. 
In 1928 about fifty P.A.T.A. lines were stocked in grocers’ shops. The number would not 
have been much larger in the ’thirties. 

12. Trader, Vol. 10, No. 12 (September, 1933). 

13. In the period under review, legal action was taken against retailers who had not 
maintained the list prices. The courts granted injunctions restraining retail grocers from 
selling below the P.A.T.A. protected price, but there is no evidence of action having been 
taken against manufacturers who failed to abide by the stop list. There must have been 
many cases of such failure. 

A great part of the initial cost of formation and administration of the new 
Association was assured by the wholesale merchants who made themselves responsible for 
the costs of inauguration and of administration for the first year. Additional funds were 
to come from the retailers in the form of a supplementary subscription (of half a guinea) 
paid by membera of the T.P.A. The Council of Management was to consist of four repre- 
sentatives of each of the three sections—manufacturers, merchants and retailers. And it 
was from the Council of the T.P.A. that the four members representing the retail trade 
were to be elected. Although modelled almost precisely on the P.A.T.A., the F.T.A. 
differed slightly in that its constitution provided for manufacturers, wholesalers and retailers, 
whereas in the P.A.T.A. there was no wholesale section. This difference can be attributed 
to the different trade structures. 

15. Trader, Vol. 11, No. 8 (May, 1984). 











236 THE ECONOMIC RECORD NOV. 


greater promise of restoring sane trading than any plan previously 
attempted’’. At a mass meeting convened with the object of out- 
lining to retail grocers this scheme for price maintenance of grocery 
proprietary articles, the T.P.A. President (Mr. W. F. Holliday) 
said: 

‘Your distributing service is indispensable to the Manu- 
facturer in the marketing of his product, and it is his respon- 
sibility to provide you reasonable remuneration for the service 
you render him and to the purchasing public. It is unjust, as 
it is nonsense, that we should continue as free distributors for 
any manufacturer, and with the facilities provided by the F.T.A. 
there is no reason why the most powerful manufacturer cannot 
be induced to recognize his responsibility and to protect your 
profits’’.16 

It is worth drawing attention to the tone of this speech. The great 
contrast between it and those of a few months earlier was remarkable. 
Price cutting was now a thing of the past. Power had been placed in 
the hands of the retailers and even the most powerful manufacturer 
was to be induced to recognize his responsibility. The F.T.A. really 
meant to teach the manufacturers a lesson! 

But one would have thought there was very little reason for 
jubilation. Any competent observer could have advanced good 
reasons for viewing developments with some degree of restraint. For 
instance, it was known to all at the time that: (1) The F.T.A. was 
not an attempt to govern the distribution of every commodity in 
the grocery trade. It was an attempt to maintain the prices of pro- 
prietary articles. Thus it did not concern itself with bulk goods 
such as sugar, butter, ete., which were the subject of price cutting 
and represented a considerable proportion of the average ‘grocer’s 
turnover. And moreover, even the most ardent optimist could not 
have expected all proprietary articles to be listed.17 (2) The manu- 
facturers had not committed themselves to the scheme. They had 
given assurances but had not actually undertaken to put their goods 
on the price protected list. Now, it is obvious that the F.T.A. was 
essentially a manufacturers’ association in the sense that it was based 
on the proprietor’s common law right to govern the conditions under 
which his product is distributed, and thus could function without the 
inclusion of either the wholesalers or retailers. Or, looking at the 
matter from the point of view of the T.P.A., the F.T.A. could not 
function without the support of the manufacturers.}8 

16. Trader, Vol. 11, No. 10 (July, 1934). My italics. 

17. It should be remembered that before an article was to be accepted for price 
protection, the F.T.A. was to be satisfied that a reasonable margin was provided for the 
wholesaler and retailer, and thus only those lines which showed satisfactory margins were 
to be granted the ‘benefit’ of listing. 

18. This point was made by the P.A.T.A. Secretary but appears to have been over- 


looked by the wholesalers and retailers in their enthusiasm. Trader, Vol. 11, No. 10 (July, 
1934). 
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Even at the time the F.T.A. was formed it should have been 
obvious that the new association was not likely to usher in the 
Grocers’ Golden Age, but the enthusiasm of the T.P.A. could not 
be damped. The Association’s journal referred in glowing terms to 
the new era, and in September, 1934 went so far as to promise the 
first list of protected prices in the next few days. That list never 
appeared. In October, 1934 there appeared a statement to the effect 
that Lever Bros. ‘‘could not see their way clear to have their lines 
included in the F.T.A. list’’. And a month later Mr. H. L. Bussell, 
a Vice-President of the T.P.A. (and a former President) likewise 
declined to list his lines. A few other instances are recorded of 
manufacturers refusing to place their products on the F.T.A. price 
protected list; but not one instance of a manufacturer having agreed. 

In retrospect, the F.T.A. incident must be regarded as a huge 
joke. The wholesalers and the retailers appear to have hit upon the 
magnificent idea of forming an association whose function it would 
be to protect the profits of distributors by setting up minimum retail 
prices and ensuring reasonable profit margins. It was a scheme con- 
ceived by distributors whose business was being severely reduced 
by chain store competition. The menace of chain store competition 
had assumed such immense proportions in the outlook of these dis- 
tributors that they were unable to realize that the interests of the 
manufacturers could possibly be different from their own. The 
conflict of interests between the manufacturers on the one hand, and 
the retailers and wholesalers on the other, should have been obvious. 
We need only remind ourselves of two facts: 


(1) The manufacturers could not count on the retailers to 
‘‘push’’ price protected lines. It was necessary for the Association 
to remind its members that the retailer had certain obligations to 
price protected lines. It readily admitted that ‘‘in the past, directly 
a line had been protected, some foolish distributors have immediately 
adopted the suicidal and dishonest practice of seeking a ‘cut’ line to 
display and sell against it’’ whereas ‘‘common fairness to the manu- 
facturer demands that there will be neither substitution nor attempted 
substitution of protected lines’’.1® With this sort of retailer morality 
one can appreciate the reluctance of manufacturers to come into a 
price protection scheme, and their preference for resale price mainten- 
ance agreements of their own. 


(2) The more important point to recall is that the manufacturer 
had very little to gain from the F.T.A. scheme, and in fact, stood the 
risk of losing a very profitable distribution channel, namely, the chain 


19. Trader, Vol. 12, No. 4 (January, 1935). 
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stores. The manufacturers were virtually being asked, under the 
F.T.A. scheme, to guarantee the profits of the retailer for no return 
benefit to themselves. The scheme might have worked had all manu- 
facturers been prepared to enter it. But it is clear that no one 
manufacturer could afford to have his lines listed unless his com- 
petitors were prepared to do likewise, and anyway the manufacturers 
had no reason to organize against the chain stores.?° 


II 


As a record of achievement, the history, of the T.P.A. is one of 
almost complete failure. The Association’s main group of members 
—the independent retail grocers—were unable to secure any signifi- 
cant gains by collective or co-operative action, and indeed may be 
said to have lost ground during the period under consideration. The 
severity of chain store competition was real and pressing, but the 
independent grocers were concerned mostly with trying to preserve 
the status quo rather than with meeting the threat to their existence 
by this new organizational form. In the light of post-war develop- 
ments, the activities of the independent grocers may be described as 
the final kicks of a dying organizational form, with competition 
coming as a sort of reflex action or defensive response rather than 
as a conscious and aggressive competition designed to meet threat 
with force. 

This is illustrated by the role which the T.P.A. played in the 
field of price maintenance. There is some evidence of the maintenance 
of individual prices in particular localities, but little evidence to 
support the view that price maintenance was more widespread. Some 
uniformity of prices may have resulted from the Retail Grocers’ 
Price List published monthly in the Trader?! but such uniformity 
would not have included chain grocery stores, and anyway competition 
between independents was of the spasmodic price-cutting rather than 
consistent under-selling variety. 

The T.P.A.’s efforts were mainly directed at inducing manu- 
facturers to fix minimum prices for their products, and thus to 
exercise their legal right to fix the resale price of their products and 
to prescribe conditions of sale. The desire to have these fixed minimum 
prices sprang from the hope of obtaining a reasonable profit margin 
and also from the need to have some restriction placed on the chain 
stores’ practice of using well-established lines as ‘‘draws’’. The 


20. The N.S.W. Industrial Commission’s General Chain Store Inquiry found no evidence 
to substantiate the independent retailers’ assertion that the chain stores did not permit 
the manufacturers to make reasonable profits. Many manufacturers denied the assertion. 
Report of the Industrial Commission ‘of N.S.W. upon matters relating to the Management, 
Control and Operations of General Chain Stores in N.S.W., 1939, p. 34. 

21. This Price List (prepared by the Prices Committee of the T.P.A.) gives the prices 
of several hundreds of branded and unbranded commodities for suburban grocers, and 
country grocers situated at various distances from Sydney. 
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reluctance of manufacturers to institute resale price maintenance 
schemes arose partly from the desire not to offend the chain stores 
which were providing a very profitable outlet for their products, and 
partly from the lack of any need for it. The manufacturers had 
nothing to gain, and moreover there were serious difficulties in the 
way of enforcing minimum prices. During the depression period, the 
price-cutting by cash-and-carry chain stores forced almost all manu- 
facturers to abandon price protection.22 With the outbreak of the 
second world war came the era of government price control and 
legal maximum prices, and the fight turned to securing adequate 
margins. 

All this is simply a reflection of the weak monopoly position of 
the independent grocers, and may be explained by two main factors: 


(1) Organizational Weakness. The obviously conflicting interests 
of members of the T.P.A. would have prevented the independent 
grocers from securing any gains through the Association even if they 
had been in a strong enough position to press for them. But they 
were not well-organized as a group within the Association.2? This 
meant that the T.P.A. was in a strangely weak position to achieve 
any of the normal objects of trade associations, but its aim was to 
‘“‘have an organization powerful enough to control prices and con- 
ditions ; influence desirable legislation ; prevent all unfair competition, 
and reap for ourselves reasonable recompense for the services we 
render the community’’.24 The Association often complained of the 
‘suicidal apathy of many members of the trade who never make any 
effort to assist their organization excepting on occasions when some 
trouble is noticeable in the immediate vicinity of their own place of 
business’’,25 and championed the advantages of co-operative buying 
as a means to match the superior buying position of the chain stores.”® 


22. The number of lines whose prices were maintained was small, and mostly confined 
to proprietary articles not stocked by chain stores, and whose manufacturers depended on 
the independent grocers for their sales. But even then, price maintenance was not 
rigorously enforced, nor was it widespread. In April, 1937 only 17 price protected lines 
were listed in the Trader’s Price List. Fairly consistent efforts to secure “protection 
against unreasonable and ridiculous price-cutting of proprietary lines’’ met with no success. 
See for instance, Trader, Vol. 10, No. 6 (March, 1933). 

23. Membership figures are not available for all years. In 1932 financial members 
totalled 1,827 which made the T.P.A. numerically ‘‘easily the largest Grocers’ Association 
in the Commonwealth” (Trader, Vol. 9, No. 6, March, 1932). Membership before this date 
would have been much smaller as there was a large increase in membership during the 
period of food relief when the T.P.A. was in charge of the registration of approved shops. 
A rough calculation suggests that about 40 per cent of all independent grocers were members ; 
but only about 20 per cent of all grocery selling outlets (i.e. including mixed shops, grocery 
chain store units, and consumers’ co-operatives). 

24. Trader, Vol. 9, No. 2 (November, 1931). 

25. Trader, Vol. 11, No. 6 (March, 1934). It was customary for the T.P.A. General 
Secretary to act as mediator between the warring factions when a price-cutting war broke 
out in a particular locality. It is recorded that some success attended this procedure, 
though it was “found very difficult to keep price-cutting within the bounds of reasonableness” 
during the depression when prices were “cut, slashed and murdered”. 

26. It was claimed that co-operative buying enabled the chain stores to sell at from 
2% per cent to 20 per cent below the independent grocer (Trader, Vol. 6, No. 1, October, 
1928). The present position is that vertical integration has taken place, as well as the 
More obvious horizontal integration. A few co-operative buying grounds operated in N.S.W. 
in the period under review, but these were not under the sponsorship of the T.P.A. 
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(2) Trade Structure. During the latter part of the period under 
consideration, the grocery trade was undergoing a significant change 
in structure. The well-established manufacturer-wholesaler-retailer 
sequence was being broken by the emergence of grocery chain stores 
which were in a strong position to compete in terms of price and 
service with the independent grocers. In some cases these grocery 
chains acquired manufacturing concerns; in others it was a case of 
wholesalers entering the retail field. It is also important to remember 
that entry into the trade became easier, and the independent grocer 
had to meet competition not only from the chain stores but also from 
new independents. The increase in the numbers of branded and 
packaged commodities rendered the grocery business an unskilled 
trade. These ‘‘fool-proof packets’’ facilitated entry of untrained 
men and part-time workers, such as wives and children—‘‘mere 
packet pushers’’?’—-who formed an important new source of compe- 
tition through their being content with smaller returns than the full- 
time and fully-trained grocers.?® 


III 


While its failure as a monopolistic trade association calls for no 
elaborate explanation and comment, it is to the T.P.A.’s credit that 
it agitated fairly consistently for the things which would have been 
in the interests of the independent grocer. A brief consideration 
of the stand it took on a number of different questions casts consider- 
able light on the business ethics of the small shopkeeper, and shows 
that implicit in his attitude to many questions is the concept of a 
normal distributive process with clearly defined strata (e.g. manu- 
facturers-wholesalers-retailers) and clearly distinguishable trades (e.g. 
grocery trade, pharmacy trade, tobacco trade). Any innovation 
which tends to shorten the distributive process or to blur the division 
of trades is regarded as unnatural or unfair. 

This is illustrated by the T.P.A. attitude to mixed shop 
competition. The competition between grocery shops and mixed shops 
took the form of service rather than price competition, with the 
service competition arising from the longer hours of trading of the 


27. Grocers Advocate, Vol. 22, No. 4 (April, 1926). 


28. An article purporting to be the observations of a Professor of Salesmanship 
entitled “The Grocery Trade at the Crossroads” (Trader, Vol. 8, No. 1, September, 1930) 
states that ‘“‘fool-proof packets’’ have brought about ‘the safe planting of an evil growth 
in the trade” which means ‘“‘that the profit which should have gone to the grocer to pay 
him for his services to the consumers ... went to the newspapers and into the pockets 
of the experts” through expensive advertising campaigns. ‘‘Without any experience or 
aptitude to conduct the business of vending goods for human consumption, and with no 
intention of meeting their obligations, grocers are wont to spring up willy-nilly, here and 
there, and ruthlessly cut prices’. ‘This class of trader is handling food in an unclean and 
unhygienic manner” and “by loose conduct of his business he is increasing the demand 
for wares of the pharmacist”. (Trader, Vol. 10, No. 3, December, 1933). 
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mixed shops. Though the sale of groceries after the closing hour of 
grocery shops was illegal, it was impossible to prevent such sales. 
The loss of trade was claimed to amount to 15-20 per cent of all 
grocery business and to represent ‘‘far too many pounds’ worth of 
business being stolen from legitimate grocers’’.2® The blame for this 
loss of trade was attributed to (a) failure to administer a law 
generally agreed to be incapable of administration,®® and (b) ine- 
ficient housewives because ‘‘It can be said that the amount of trade 
lost to legitimate traders would be in exact proportion to the number 
of inefficient housewives, and it is well known that they are legion’’.*! 
“Inefficient housewives’’, of course, are those who regularly do a 
portion of their shopping after the lawful hours! 

Many further examples could be cited. The comment on a report 
that some grocers had used ‘‘eut’’ bread prices as a ‘‘draw’’ is that 
the practice is unfair because it takes away the business of the legiti- 
mate trader.®2 But this attitude must be contrasted with that adopted 
when the Master Bakers’ Association sought to achieve sole control 
over the sale of bread. It was then argued that the bakers had a 
moral right to bread sales but that other factors had to be con- 
sidered, such as the grocers’ right to sell bread ‘‘in order to serve 
the public’’.2* When it seemed that the Royal Commission on Bread 
Prices might recommend the exclusive distribution of bread by 
master bakers, the T.P.A. decided to appear before the Commission 
and ‘‘resist any such monopolistic practice’’ because ‘‘the sale of 
bread is so essentially a feature of the service rendered by grocers 
that we cannot quietly tolerate any suggestion that this part of our 
trade should be filched’’.*4 This attitude is in marked contrast to 
that adopted in other cases involving the same principle but no actual 
financial loss. The more cynical investigator will conclude that the 
shopkeeper’s code of business ethics is simply a cloak for his un- 
qualified profit-making objective. But such an interpretation fails 


29. Trader, Vol. 10, No. 2 (November, 1932). 


30. The T.P.A. used to supply the names of offenders against the Early Closing Act 
to the Chief Inspector of Factories for prosecution, but the number of prosecutions was 
small and did nothing to reduce after-hours trading. The T.P.A. also pressed for an Act 
which would regulate shopping hours and require the registration of shops. Attempts to 
secure such an Act had been going on fcr twenty-five years without success when in 
1936 a Factories and Shops (Amendment) Act was passed. This Act required mixed shops 
either (a) to close at the earliest time for the goods which they sold, or (b) to have 
those goods partitioned off; and also required all shopkeepers situated in a shopping 
district to obtain certificates of registration. The registration fees were small and the 
proceeds were to be devoted to policing the Act. The new Act was greeted with very 
little enthusiasm. Shopkeepers could see that after-hours trading would continue so long 
as mixed shops were not required to close their doors completely. (Trader, Vol. 13, No. 11, 
August 1936, and suksequent issues especially, Vol. 14, No. 4, January 1937). 


31. Trader, Vol. 10, No. 2 (November, 1932). 
32. Trader, Vol. 11, No. 9 (June, 1934). 
33. Trader, Vol. 9, No. 11 (August, 1932). 


34. Trader, Vol. 11, No. 12 (September, 1934). 
Cc 
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to do justice to the obvious sincerity of his stand on these issues, 
and certainly does not square with the disarming naivety which he 
often shows. In this connexion, the unsophisticated and obvious ex- 
planation is likely to be the correct one; it is difficult to explain the 
rather surprising inconsistency by any other means.*® 

The attitude towards free gifts, coupons, ete., further supports 
this view. Free gifts are regarded as inherently unfair because they 
represent a short-circuiting of the normal route of distribution. There 
is no appreciation of the fact that free gifts by a manufacturer might 
result in a permanent shift to the right of the demand curve. The 
objection to coupons was unqualified. In the period under review 
there were two classes of trading stamp, the three-party and the 
two-party variety, the former ‘‘circulated by parasitical companies 
not engaged in industry, but profiting by the activities of traders, 
and the (latter) attached by the manufacturer to his product. To both 
classes we are definitely antagonistic, but we regard the former class 
as the most objectionable, inasmuch as it represents the exploitation 
of both the trading and buying community’’.’? The latter is objection- 
able because ‘‘the manufacturer uses the customer as a fulerum to 
exert pressure upon the retail grocer to stock products because of 
their coupon-appeal, without regard to intrinsic values; and _ this 
unwarrantable influence and interference in the conduct of his 
business is humiliating and embarassing to the grocer.’’88 The 
objection to trading stamps was partly due to the desire to avoid 
this business cost during a period of very active competition (by 
means of coupons, with ‘‘double’’ coupons, ete.) by chain stores. 
Though manufacturers’ gift coupons did not raise costs (i.e. did not 
have to be purchased by the shopkeeper in the same way as the three- 
party trading stamps) these lines did not always carry adequate 
margins and therefore were not very profitable. The coupon system 


35. As if to convince itself of the moral soundness of its opposition to the bakers’ 
demands, the Trader wrote, rather pathetically, “One of the reasons advanced for the 
elimination of sales by grocers is that bread being the bakers’ sole commodity, they should 
be permitted to reap the benefit therefrom in its entirety, without the intervention of any 
profit-sharing third party. It might with equal logic be urged that the distribution of 
sugar be confined to the C.S.R., tobacco to the B.A.T. Co., flour to millers, and so on: and 
if we apply the same reasoning to every line coming within the same category as bread 
there would be nothing left for the grocer to sell”. (Trader, Vol. 12, No. 1, October, 1934). 

36. This is demonstrated in the branding of the following as unfair practices: (a) 
The sale of cameras, bathing and beach wear, sweets, fancy goods, etc., by chemists is con- 
demned as “poaching” on other trades. (b) The sale of full-size packets or tins of goods 
at the R.A.S. Show is condemned as an “interference with the rights of the legitimate 
shopkeeper.” (c) The practice of wholesalers supplying boarding schools, institutions, hotels, 
housewives’ associations at wholesale rates is condemned because wholesaling should not be 
combined with retailing. (d) Opposition to trading by Government Departments (e.g. 
Railway shops) because it interferes with the rights of retail traders. (e) Opposition to 
C.O.D. of the Post Office and the Railways because “it is no function of a government 
department to assist city interests exploiting country shopkeepers” and that this is 2 
disguised form of subsidisation of City Mail Order Houses. 

37. Trader, Vol. 10, No. 2 (November, 1932). 

38. Trader, Vol. 10, No. 12 (September, 1933). The T.P.A. agitated for legislation 
prohibiting completely all forms of trading stamp. This legislation existed in South Aus- 
tralia. All other States, and New Zealand permitted two-party but not three-party trading 
stamps. 
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is described as bad in principle because of the injustice it does to 
other classes of trade through encroaching upon the legitimate turn- 
over of the draper, hardware man, ete. 

Another frequent source of complaint were the discounts given 
by manufacturers to quantity purchasers and keen buyers, though 
quantity discounts were accepted in principle. This attitude was 
qualified in three ways: (a) The quantity discount should be ‘‘fair 
and reasonable’’, (b) should never be so large as to put a retailer 
on a wholesale basis, and (c) should never be used to reduce the 
retail selling price. A ‘‘fair and reasonable’’ quantity discount was 
one which did not exceed the actual reduction in costs incurred in 
fulfilling large orders. This cost reduction was assumed to consist 
in savings in handling and transport costs but not in the production 
eosts of manufacturers; but even allowing for reduced production 
costs many quantity discounts appear to have been larger than the 
economies in fulfilling large orders.®® This is to be explained by the 
monopsonistie position of the chain stores and ‘‘the manufacturers’ 
very natural desire to capture the volume outlet presented by the 
chains’’ with the result that in some instances there was ‘‘keener 
competition among the manufacturers than the retailers’’. This 
competition often took the form of placing large buyers on a whole- 
sale basis which was not fair and reasonable ‘‘because no retailer of 
groceries, whether a grocer or other trader, should be placed on a 
wholesale basis irrespective of buying capacity’’.4° It is also interest- 
ing to notice that the quantity discount was regarded as a net gain 
to the large buyer which should not be used to reduce retail prices. 
The chain stores ‘‘are given an opportunity to make a good margin of 
profit which they give away to the public, and thereby prevent the 
smaller shopkeepers from earning a livelihood’’.4! The post-depression 
period saw the marketing by the chain stores of their own brands and 
the growth of price maintenance schemes by manufacturers, so that 
the scope for ‘‘unfair and unreasonable’’ quantity discounts was 
narrowed. 

Price cutting by chain stores was the ever-present threat to the 
existence of the independent grocer, and in the terms ‘“‘ price-cutting’”’ 
and ‘‘chain store trading’’ we find the essence of the small shop- 
keeper’s business ethics. ‘‘A price cutter is a retailer who sells goods 

39. It was stated in evidence before the Industrial Commission of New South Wales 
during the General Chain Store Inquiry that considerably lower production costs often 
resulted from the large and regular orders of the chain stores. The T.P.A. Annual Report, 
1928 claims that quantity discounts were in soma cases as high as 15-20 per cent. This should 
be related to the fact that chain stores of the cash-and-carry variety claimed to operate 
on a 10-12% per cent gross profit margin (Trader, Vol. 6, No. 6, March, 1929) as against 
the usual 25 per cent profit margin of the independent grocer (Trader, Vol. 11, No. 6, 
March, 1934). These two facts together explain why the chain stores could often sell at 
a price below the cost to the single-shop grocer. 


40. Trader, Vol. 10, No. 11 (August, 1933). 
41. Trader, Vol. 11, No. 6 (March, 1934). 
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at prices below those at which efficient grocers could retail their goods 
with regard to overhead costs and remain solvent’’.42 Implicit here 
are the notions of normal channels and costs of distribution. The 
independent retailer appears as the normal and ideal distributive 
outlet and any change which blurs the line of demarcation between 
trades or the distributive strata is abnormal and undesirable. More- 
over, the costs of the average independent retailer together with a 
fair and reasonable margin of profit gives the just price. All lower 
prices are ipso facto cut prices. There seems to be no appreciation 
of the kind of differential rent which might accrue to the most 
efficient shops. 

This concept of the normal in distribution can be explained in 
mundane terms of costs, revenue, and profit. There is no doubt that 
these are relevant terms, but it would be incorrect to ignore the 
strange sincerity which surrounds the concepts of normal trading 
methods and just prices.4* This sincerity is borne out in the definition 
of chain store trading by T.P.A. President W.F. Holliday. 

‘* Above and beyond verbal exactitude is the acceptance of ‘Chain 
Store Trading’ as descriptive of certain subversive merchan- 
dising methods that have fastened a stranglehold upon retail 
distribution, and, without concerning ourselves too deeply in 
fine definitions it may safely be left to commonsense deter- 
mination whether this or that trading concern comes within the 
category of menace’’.44 

I leave this without comment! 

G. A. J. SIMPSON-LEE. 
University of Sydney. 


42. Definition of Grocers’ Association of Victoria President T. H. Oakes and quoted 
approvingly in the Trader, Vol. 7, No. 3 (December, 1929). 

43. See also H. Levy, Retail Trade Associations (London, 1942) for a similar view. 

44. Trader, Vol. 12, No. 6 (March, 1935). 
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THE ROLE OF THE STATE IN UNDER- 
DEVELOPED AREAS 


I. Introduction. 
II. Problems. 
III. Obstacles. 
IV. Capital Formation. 
V. Borrowing. 


I 


Under this title it is not intended to write an essay in socialism, 
nor to enter the arena in the dispute between laissez-faire and plan- 
ning. The aim is to examine the necessity for, as well as the character, 
purpose and problems of State intervention in the economic life of 
the under-developed areas—‘‘uda’’ for short.1 The discussion will be 
restricted generally to south-east Asia and, more particularly, to 
India. The nature of the subject will demand that its presentation 
be framed in terms of socio-economics. 

The case for State intervention in the economic life of the ‘‘uda’’ 
is backed to a very minor extent by political considerations. Un- 
doubtedly, the width and depth of such activity are related to the 
‘‘eolour’’ of the Government in power—almost complete planning in 
the second Chinese Republic; an admixture of planning and laissez- 
faire in India, while Burma’s State planning, supported almost en- 
tirely by American capital and guided by American experts is, to a 
high degree, quite socialist. But, from whatever viewpoint one exam- 
ines this particular Asian trend, it appears to be based on a ‘‘social’’ 
process affecting every individual, every aspect of life and every 
institution within the particular area. India’s ‘‘Five-Year Plan’’ is 
the best example of the present pattern of thought and of things to 
come for the ‘‘uda’’ of Asia.2 What is said here is not prompted by 
bias but guided by observation of the obvious, namely, that only the 
State, in this region, can raise completely inadequate standards of 
living to something which may be called normal. Only the State can 
borrow. Only the State can organize. Only the State can set in motion 
the machinery of development. Only the State can do all this to the 
extent needed to industrialize an area of approximately three million 


1. Under-developed areas have been defined as those in which per capita real income is 
low when compared with the per capita real income of fully industrialized countries. Alter- 
natively, “uda’” are areas exporting mostly food and raw materials and importing manu- 
factured products. See: U.N.O., E/1986/ST/ECA/10, Measures for the E D 
ment of Under-Developed Countries, p 3, N.Y., 195 

2. See: Government of India, The First Five-Year Plan, A Summary. New Delhi, 
8th December 1952. 
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square miles inhabited by five hundred million people. The vast 
capital outlay; the immense basic developments in agriculture, trans- 
port and power required in these circumstances, can only be remuner- 
ative over a very long period and can only be undertaken by the State. 
If the ultimate desire is to return certain industries, or to hand them 
over to private enterprise, even then the State cannot but assume the 
initial responsibility. It must set in motion and give momentum to 
the original processes of promotion, financing and operation. 


II 


Lopsided production has been one of the basic causes of low 
standards of living in ‘‘uda’’. On the one hand, backward agri- 
cultural systems, and, on the other, the continuous exploitation of a 
single source of wealth. Seldom was there diversification. This lop- 
sidedness was emphasized also by an expanding population and a 
generally low level of technology.4 Furthermore, the people, fighting 
against natural odds, suffering from general illiteracy and lacking 
social advantages, never were brought to desire progress. They merely 
existed. Economic development—so it has been said—does require 
social and psychological prerequisites.6 Lastly, the governments of 
the day — be they colonial or autonomous — only rarely introduced 
appropriate developmental legislation. If petrol, rubber, cotton, gold 
or other commodities were cheaply produced while highly profitable, 
the main interest of the authorities was directed to them and not to 
the creation of a balanced, varied economy. The private sector be- 
coming of paramount importance, that of public welfare was given 
little, if any, attention. 

To-day, the West recognizes that the ‘‘uda’’ must be brought 
within the productive and consuming orbit of the developed, indus- 
trialized world. This new trend of thought is due to a variety of 
reasons, those of political economy being by no means the least im- 
portant. The independent Governments—new to the task of governing 
but completely aware of the complexity and variety of the problems, 
are spurred by a strong desire to reduce their economic inferiority 
abroad and raise standards of living internally. In other areas nation- 
alist aspirations are at work. Centralized action, governmental plan- 
ning and international aid have been the results of such combination 
of factors. 

On the one hand organizations have been created with preten- 
tious names, able to spend large sums on offices, printed material and 


“ce 9? 


8. These figures include Indonesia, Burma, Thailand, India, Pakistan and Malaya. For 
fuller statistics see: U.N., Economic Survey of Asia and the Far East, 1947 to 1951. (N.Y.) 

4. See: I.L.0., The Economic Background of Social Policy including Problems of Indus- 
trialisation. New Delhi, 1947. 

5. See: Measures for Economic Development, op. cit., Chap. III. 











wid 
in t 
bac! 
the 

frol 
regi 
low 
will 
min 


pro 
is t 
are. 
and 
in ¢ 
pro 
aut 
—i 
fro 


Ind 


st 
'S- 
T- 


he 
to 


n- 
nd 


For 


lus- 





1953 UNDER-DEVELOPED AREAS 247 


widely travelled personnel, but in fact producing few real changes 
in the region. On the other, local, small, financially weak efforts but 
backed by reality of purpose, have been dramatically successful. While 
the offer for international support, in many instances, stemmed purely 
from propaganda or was designed to create political indebtedness, 
regional governments—of which India is the best example—from 
lowly beginnings have put into operation schemes which, no doubt, 
will grant lasting benefits to the people of the area. This is not to 
minimize the importance of international aid as in the case of the 
Damodai Valley, in Bihar, India, and the Chittagong extension 
project in East Pakistan, or under Point Four and the Colombo Plan. 

However, out of all the failures, successes and variety of ap- 
proaches, it is today possible to generalize. The problem of the ‘‘uda’’ 
is two-fold: present levels of income and productivity being what they 
are, a way must be found to bridge the gap between present needs 
and future sufficiency. This shortening process must be completed 
in a rapid manner—far more rapid than would be the case were the 
problem to be faced by a fully developed area. Furthermore, the 
authorities’ effort must be directed to the equalization of expansion 
—a simultaneous advance must be made on the entire socio-economic 
front. 


Levels of Income, 1949 


Country rg aa N.L. oe * Head 
Indonesia .. ro $2 921 13 
Burma ai jm os 262 14 
Thailand .. ae ree 278 15 
Pakistan .. ee ae 1,611 22 
India me — 5% 8,388 24 
Malaya... ie xg 432 71 
Australia . ree 1,955 257 


SOURCES.—U.N.O.: Economic Survey of Asia and the Far East, 1950. Commonwealth 
of Australia: National Income and Expenditure, 1948-49 (Govt. Printer, Canberra). Benham, 
F.: The National Income of Malaya, 1947-49 (Govt. Printer, Singapore). 


To achieve this aim and bearing in njind the limitation of re- 
sources, a system of priorities must be brought into operation. This 
is the application of the elementary principle of recommending the 
best and most efficient disposal of limited resources between different 
uses, 

Another two points must also be considered. Firstly, in the 
uda’’ it is wise to think in terms of intra-marginal shifts of units. 
Undoubtedly this manipulation will be more complicated than at the 
margin. Units will be larger and the assessment of risks more diffi- 
cult. Nevertheless, it is the solid core which needs at present to be 
strengthened, not the periphery. Once major basic developments and 
deep structural readjustments will have taken place, then it will be 


“c 
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time enough to think in terms of minute shifts which will allow—for 
instance—for the production of luxuries. 

Secondly, the problem of saving and investment requires a differ- 
ent treatment than would be the case in fully industrialized areas. 
How much saving is possible, for example on a per capita annual in- 
come of £A24 coupled with steeply rising prices? If saving is difficult, 
can capital formation be fostered in the orthodox manner? It has been 
stated that in most Western countries net capital formation is about 
10 to 15 per cent of national income. It is doubtful whether in the 
region under discussion it is even as high as 5 per cent. Colin Clark 
estimated that net domestic savings may have been nearer the 3 per 
cent rate of national income for China and 6 per cent for India and 
Pakistan. In actual fact, knowing the region and speaking with its 
people one gathers evidence that the rate—even at present—must be 
much lower. A satisfactory solution of the problem requires that— 
for the purpose of initial development—capital formation or, more 
exactly, the present stock of capital per head, be at least doubled. This, 
clearly, would take a number of years should the Governments depend 
entirely on a normal process of economic evolution or on saving, taxa- 
tion and the like as in operation at present. In developed areas such 
doubling may depend on a net investment rate of the 12 per cent 
order. In the ‘‘uda’’, within the depressed situation described before, 
such doubling would require a rate of investment of not less than 20 
per cent of national income! Given the present resources, the socio- 
economic conditions of the areas and the size of the population, this is 
an impossible task. Private and public enterprise, unaided and un- 
co-ordinated, cannot solve the problem. It is only the State which can 
marshal the necessary resources for capital investments of every type 
‘—agricultural, industrial and social, this mobilization taking place 
partly at home and partly abroad. 

It is wise now for a clearer understanding of the situation, that 
the obstacles facing development be reduced to their basic elements: 
population, agricultural production and industrialization, capital for- 
mation and foreign factors. 


III 


The problem of population in the ‘‘uda’’ is not purely one of 
demographic changes. It is intimately related to fragmentation of 
cultivable units, to poor soil, to weak—often inexistent—industrial 


“é ” 


6. Quoted in E.C.A.F.E.: Mobilisation of Domestic Cavital in Certain Countries of Asia 
and the Far East, pp. 10-11, Bangkok, 1951. The Economic julletin for Asia and the Far East, 
January-June 1952, Vol. III, Nos. 1-2, p. 2, Bangkok, November 1952, states: ‘‘. . . it may be 
calculated that public investment expenditures in Asia in 1950 were, in relation to national 
income, approximately, Burma 2.4 per cent, Ceylon 4.5 per cent, India 2.5 per cent, Malaya 
0.5 per cent and Philippines 2.1 per cent. Assuming no additional incentive to private invest- 
ment in most of the Asian countries, it would take something like a doubling of the present 
rate of public investment to reach an adequate level.” 
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output, to low incomes, to feeble demand for manufactured goods, to 
a high death rate, yet to an enormous reproductive power. Illiteracy 
and antiquated, traditional ways of life complete this picture. 

The shifts of large masses of people from various parts of Asia 
to other areas in the region offering relatively greater economic oppor- 
tunities, explain the development and growth of Asian estate agricul- 
ture and mining by which the ‘‘uda’’ have been relegated to an inferior 
economie position. In the near past some immigrant groups settled 
immediately as merchants, traders and money-lenders. Generally, 
however, they arrived as unskilled hands and without resources. They 
then formed the bulk of estate and mining labour. Their number was 
large and considered and treated as cheap labour.? Eventually, these 
individuals, especially the Chinese, would enter into business—hawk- 
ing, trading, merchanting or forming ‘‘kKongsi’’,® associations. Having 
been successful they became members of the middleman elass: ‘‘.. . 
the intermediaries through whom native economic activity was de- 
veloped in relation to national export enterprise.’’®? The southern 
Indian, always a depressed group, continued to offer the bulk of estate 
and unskilled labour.?° 

The economies of the areas were managed by colonial civil services 
and European private enterprise. In most cases Government policy 
was heavily influenced by European monopoly and cartel groups such 
as the ‘‘ United Planting Association of Malaya’’ or the ‘‘Sociétés des 
Charbonnages’’ and the ‘‘Banque de 1’Indochine’’ in French Indo- 
China. Other similar groups ruled in India and the former N.E.I. 
The ultimate effects of this tripartite rule, ‘home’ Government, 
European colonial interests and migrant business groups, are still 
felt to-day. The indigenous inhabitant has remained on the land, his 
position in respect to the other three groups being one of economic 
inferiority.12 He will still be unable to assert himself in the future 
unless the State offers him that opportunity. 

Agricultural industry, always depressed, created little interest 
and obtained little help. Furthermore, as the ‘native’ was denied 
most opportunities, the productive unit became the refuge on which 


See, e.g.: Lasker, B., Human Bondage in South-east Asia (University of North 
Gunde 1950). 

8. Kongsi is the normal Chinese term for a business partnership. Sometimes it holds 
Political implications, and, in some cases it refers to mutual benefit societies. See Purcell, V., 
The Chinese in Malaya, pp. 78-9, and The Chinese in seamen Asia, pp. 328-9. 

9. Economic Survey, op. cit., p. 55. 

10. See, e.g.: Labour Reports by the Controller of Labour; Reports by the Labour 
Department; Straits Settlements, Malayan Union and Federation of Malaya, various years. 
Also 1.L.0.: Basic Problems of Plantation Labour, Geneva, 1950, and Pillai, P. P. (ed.): 
Labour in South-east Asia, New Delhi, 1947. - 

11. See: Mitchell, K. L., Industrialization of the Western Pacific, Chaps. VI-VIII, 
mn N.Y., 1942.) 

2. Also social and political. See, e.g.: Thompson, V., Post-Mortem in Malay, N.Y., 
1949, Shelvankar, K. S., The Problem of India (Penguin, 1940). 
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crowded not only the family of the worker, but also his relatives, 
The plot, already very small, already over-crowded and over- 
exploited, became still more crowded, still more exploited to the 
extent of being operated entirely under diminishing returns. 

The size of the unit of cultivated land varied from 0:7 acres and 
less, in China, to 0:9 acres per head in India. To-day the average size 
would not be greater than an acre.48 The development of rubber 
small holdings in Malaya is an exception and an instance of the 
Malays’ own spirit of enterprise against the powerful opposition of 
European interests.!4 

Thus, at present, productivity is still weak, mechanization diffi- 
cult, in most cases impossible. Yields are low and surpluses hardly 
ever obtainable. In some areas the present condition of the soil is 
such that, after centuries of continuous output it prevents the use of 
chemical fertilizers even if it were possible for the cultivator to buy 
them. Superphosphates would kill the last remains of organic, 
productive matter left in the tired soil. In these circumstances 
capitalization is something as yet to be fostered while disguised un- 
employment is everywhere prevalent. 

The benefits obtained by metropolitan Governmental develop- 
ments have been very small. The profits of private enterprise and 
business seldom remained in the country but left for China, as 
remittances, and for Europe and England as dividends, bank transfers, 
directors’ fees and savings from high salaries. To-day, when the 
Malays are told to save, the Savings Banks funds are, by law, for- 
warded to London for investment there or as suggested by the 
Secretary of State for the Colonies.15 Petrol, rubber, tin, spices, 
gold, silver and other resources were originally developed by foreign 
concerns managed and financed by Europeans. Little advantage was 
derived from them by the area of origin and its people.'¢ 

Lastly, the earnings of the cultivator, for reasons of indebtedness, 
were transferred to the shopkeeper or the money-lender, often 

13. But see also: Pelzer, K. J., Population and Land Utilization (1.P.R.), N.Y., 1941; 
Economic Survey, op. cit., 1947, and I1.L.0., Economic Background, op. cit., p. 22. The size 
of the average “‘agricultural holding’? would be larger. 

14. See: Bauer, P. T., Report on a Visit to the Rubber Growing Smallholdings of Malaya, 
H.M.S.O., 1948. 

15. Section 11(1) of the Post Office Savings Bank Ordinance, 1948, reads: ‘“‘Subject to 
the provision of this Ordinance monies in the Savings Bank shall not be applied in any way 
to the purposes of the Federation but, except so far as any sums may be assigned to be 
kept in hand for the general purposes of the Savings Bank, shall, as far as practicable, be 
invested on behalf of the Savings Bank, under the direction of the Financia] Secretary, in 
such securities or be employed at interest in such manner as shall be approved from time 
to time by the High Commissioner, or, in the case of monies remitted to London for invest- 
ment, by the Secretary of State, and any such investment may at any time be changed into 
other like securities: Provided that no more than one-third of such monies shall at any time 
be or remain invested in Malayan Government securities.” 

16. Malaya is today one of the two larger dollar earners in the sterling area. Yet, she 
is permitted to use only a fraction of such earnings while the remainder is piling up in sterl- 
ing balances, now about £250,000,000, the value of which is gradually falling. See also: 


Aziz, A., Some Aspects of the Malayan Rural Economy Related to Measures for Mobilizing 
Rural Savings, U.N.O., E/CN/11/I1&T/WP1/L18, 13/11/1951, Bangkok. 
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foreigners. Crops were insufficient to support the family group 
because of low yields, on the one hand and, on the other, because 
they had been mortgaged in advance. For instance, under the ‘padi 
kuncha’ system prevalent in Malaya to-day rice crops are disposed 
of ‘forward’ at prices well below their real value. The cash so obtained 
is used to pay ‘consumptive’ debts. 

To recapitulate: the poverty of the people of the region is not 
entirely due to over-population. If an industrial ‘revolution’ were 
to take place overnight in India and southeast Asia, and the economic 
and social institutions were to evolve just as rapidly, the populationé& 
of the region would increase still more—for a while at least. Yet, 
it would not present an economic problem of the ‘present’ magnitude. 
For the solution the ‘‘uda’’ must turn to industrialization and greater 
production, with their attendant processes of education and social 
advancement. But only the State can initiate, develop and complete 
the task. 


IV 


The formula giving the rate of economic progress (P,) as being 
party a function of Government expenditure (G) and capital for- 
mation (F) and, partly, of factors which are purely social and 
political (S), may be accepted by the ‘‘uda’’ (Puaa) as by fully 
industrialized areas (P;) : 

P, = { (G73) 

However, there is a difference between (Puaa) and (P,). It lies 
in the character and size of (G), (F) and (S). For instance, in 
the ‘‘uda’’ the use made of resources on current account and net 
capital formation falls well below the levels prevalent in industrialized 
areas, yet, by right, requiring to be higher. Such being the case and 
considering the extreme importance of capital formation in the 
region, would it be possible to hasten it? 

The formula set out above shows that if one of the terms is 
abstracted and placed on the left of the equation, it will be equal to 
the other terms plus (P, ). In other words, (G), (F) and (S) need 
stimulation. They do not take place, grow or expand without support. 
In the ‘‘uda’’ only the State can offer this help to the extent needed 
eventually to alter (Puaa) to (P;) bringing the ‘‘uda’’ to a stage of 
industrialization and development similar to that of the West. 
Naturally, another element will also have to be introduced, namely, 
time. 

Nevertheless, (G), (F') and (S) are in themselves equal to the 
product of a number of factors. For instance, (F) is equal to 
saving, taxation, more efficient use of resources, inflation and borrow- 
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ing integrated within each other in the proper manner. Let them be 
examined singly. 

India and southeast Asia have always been great hoarders. 
This is still the case to-day. If a Government decided on a de-hoard- 
ing policy, it would find its efforts defeated. UNO experts have 
estimated private gold hoards at 10 per cent of national income.’ 
Owing to educational, cultural, social and economic reasons, and 
to political insecurity, it seems unlikely that present hoarders may 
be convinced to canalize their assets in investments proper—more 
profitable to themselves and Government. Orthodox Muslims, for 
instance, are bound by religious restrictions not to accept interest on 
loans. This attitude militates against their placing hoards in a bank. 
The assessment of the amount of hoards is difficult. The Federal 
Government of Malaya, only a short while ago, stated its intention 
to ask for declarations as to the amount of gold, jewellery and 
similar items in possession of individuals. Public opinion reacted 
so violently against the idea that it was never again mentioned. 
These are only two of many such instances. 

For similar reasons and owing to low incomes per head, saving 
proper is difficult. Postal savings banks are something relatively 
new in the region.!® Statistics as to rates of saving in the ‘‘uda’’ are 
non-existent. Various rough estimates have been mentioned in previous 
pages. Certain groups of people may purchase ‘share’ certificates 
from local co-operatives and mutual benefit societies.1® In any case, 
to repeat, because incomes are well below normal, margins for saving 
seldom exist. 

The other sources of capital in the region are (a) private for- 
tunes, money lenders, established foreign enterprise, local non-Euro- 
pean insurance companies, banks and (b) Government revenue. 

Group (a) is unco-ordinated and, for capital formation of the 
size required in the ‘‘uda’’, insufficient. European banks are purely 
‘middle-man’ organizations. They look towards the country in which 
their head office is situated for policy directive. Their profits do 
not remain in the region. The same applies to established non-Asian 
enterprise. In both cases the local man-power employed by them is 
only a very small fraction of the total labour force. Furthermore, 
the developments introduced by such organizations are related to a 
particular source of wealth—such as rubber, tin or palm oil. Little 
is done that would fundamentally offset the lopsidedness of the 
economy described in previous pages. In other words, such bodies 


17. Measures for Economic Development, op. cit., p. 35. 

18. Utilization of Domestic Capital, op. cit., pp. 53-6. 

19. In Malaya, these certificates are often seen framed and hung on the bedroom or 
dining-room wall. 
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are not only foreign in ownership but also in outlook and interest, 
that is, unconcerned in backing the development of local ‘national’ 
economic strength. 

Government revenue has often been obtained by the use of arti- 
ficial methods—inflation and deflation. To-day, the former would 
add still more to the burden of the people of the areas while it is 
debatable that the latter would actually be helpful. The region 
demands economic stability with a minimum of inflated or deflated 
values. 

Heavier taxation, or merely the imposition of taxes on, as yet, 
non-taxed groups, would imply, in the main, the withdrawal, from 
the bulk of the people, of a degree of consumption power. With 
standards of living already as low as prevalent in many of the areas, 
this move would definitely produce still greater hardship. On the 
contrary, the present situation necessitates that standards be raised 
substantially to encourage a stronger and more energetic labour 
force without which schemes of developments will not proceed satis- 
factorily, let alone be initiated. In any case, it may be added, for 
a number of years it will be difficult to police taxation efficiently 
because of the inexperience of newly-created Revenue Departments 
and of more direct causes, for instance, the variety of private book- 
keeping methods and corruption.?° 

It could be suggested that local resources be put to a more 
efficient use. For instance, large slices of the agrarian population, 
now attempting to subsist off the land, could be employed by Govern- 
ment on public works. Agricultural output would not fall as only the 
disguised unemployment would be reduced as more and more employed 
were skimmed from the surface of the agrarian labour force. Incomes 
would be raised and capital would be created. In fact, however, this 
can only be done to a very minor extent. Certain principles of general 
economics cannot for the present be applied in the ‘‘uda’’. Should the 
Governments employ this new labour force, paying it wages, such 
earnings would not be spent on locally produced consumers’ goods 
but on imported items. These would have to be paid for out of 
foreign currency obtainable only by borrowing or taxation of foreign 
exchange at a time when both methods would be inadvisable. Further- 
more, were this new money to remain in the region, it would boost 
inflation. There are areas where this phenomenon is already at 
work. Lastly, by definition, ‘‘uda’’ are ‘poor’ countries in every 


20. Refers especially to language as well as to method. In many cases transactions are 
entirely by word of mouth. In others, several sets of books may be kept, a spurious one pre- 
sented to the authorities, who would have little chance to counter-check. In Malaya where 
the Taxation Departments function probably more efficiently than anywhere else in the region, 
not including China—a separate case—evasion, in 1951, was estimated at 60 per cent of 
total taxable population in the Federation and at 84 per cent for the Colony of Singapore. 
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respect, including lack of industrial equipment, that is, factories, 
machines, tools and skilled personnel. An increase in demand would 
find a much less than commensurate increase in output. Or, in 
academic parlance, output would respond less easily to an increase 
in effective demand. Thus, the employment of under-employed 
resources, in ‘‘uda’’, implies one or all of three things: (a) cutting 
down consumption of sections of the population, (b) borrowing to 
set some kind of productive machinery in motion, (¢) operating with 
voluntary labour. In the first case the prevalent shortage of goods 
would create a situation in which the new money would merely shift 
the inadequately available commodities from one group to another. 
This occurrence may be viewed as taxing one lot of people to satisfy 
another with little benefit to both. The second case would mean the 
development of building plans, creation of equipment, the -intro- 
duction of higher and technical education, a battle against illiteracy 
and, lastly, an increase in the import of consumers’ goods. The third 
and last suggestion would be effective up to a point and would have 
to be incorporated within the development plans mentioned in the 
previous paragraph.?! 

It is seen, then, that (F') in (Puaa) while functionally similar to 
(F) in (P;) is, in size and character totally different from it. How- 
ever, it could be assumed that as time went on and with the correct 
type of development, (F) for (Puaa) would acquire greater resemb- 
lance to (F) in (Pj). 

Nevertheless, up to date, the picture presented by the foregoing 
discussion appears dismal, with hopelessness as the main feature of 
the situation. This is only apparently true. As already stated, the 
‘‘uda’’ need funds for development but, to a far greater extent, they 
must have overall co-ordination. There must be planning on a 
wider scale and a much more enhanced flow of effort than obtaining 
at present. Only the State can be the instrumentality fulfilling every 
one and all of these requirements. Thus, one can agree with the 
following statement summing up the role of the State in the under- 
developed areas of Asia: 


“In promoting capital formation on the required scale, in 
facilitating and encouraging the introduction of new techniques 
and in the overall realignment of the productive forces and class 
relationships within society, the State will have to play a crucial 
role. 


21. To a degree this is already a fact. For instance, a ferry and landing jetties were 
needed at Sungei Selipon, Kelantan, Malaya. The Malayan Rural and Industrial Development 
Authority (R.I.D.A.)—a purely national organization—contributed M$1,900 for the cost of 
the materials and the local people provided the (free) labour. See also: Gamba, C., and Aziz, 
A., Steps in Malayan Economic Development, Far Eastern Survey, Vol. XX, No. 17, 10th 
October 1951, N.Y. 
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This need not involve complete nationalization of the means of 
production or elimination of private agencies in agriculture or 
business and industry. It does, however, mean a progressive 
widening of the public sector and a reorientation of the private 
sector to the needs of planned economy.’’2? 


V 

However, the proposition has already been developed pointing 
to the necessity for borrowed capital to set some kind of productive 
machinery in motion. Unless this is done the statement quoted at 
the end of the previous section may be considered as wishful thinking. 
‘Pump priming’ is the expression which has now filtered in to the 
jargon of economic planners. It would enable the ‘‘uda’’ to have a 
larger balance of payments than would otherwise be possible.2? Leaving 
aside the reasons for its dislike in many of the areas, international 
borrowing or outright gift-giving seem the only two ways to initiate 
progress. But the thesis of this article implies that far more than 
Colombo Plan, Point Four and direct lending are needed in the ‘‘uda’’. 
Borrowing must: only be ‘one’ of the many methods by which to 
achieve the end in view. Greater powers than they now possess must 
be taken over by the Asian States. The aim should be that of an out- 
flow of raw materials with just and commensurate returns to the 
people producing them. It may be that the Asian region needs a good 
deal more of intensive planning and superimposition of State direction 
over previously unhampered private, economic freedom. Once having 
obtained a solid control over the economy of the nation ‘then’ could 
the various Governments follow a ‘new money’ policy with reasonable 
certainty that whatever inflationary trends were created, they would 
not run out of hand. This method may avoid a great deal of borrow- 
ing followed by economic and political indebtedness to foreign 
interests. The statement that ‘‘it may be better to have inflation and 
a larger output, than to have stable prices and economic stagnation’’*4 
would be acceptable if the State did actually have full control of 
the nation’s economy. Only in China is this a fact. Inflation, in 
that country, has now been reduced within reasonable limits.25 On 
the other hand, the Indonesian situation, from this viewpoint, is a 
discouraging example. 

This article has only surveyed the situation and examined possible 
ways to bring about improvements. The result is clear—to a large 
extent negative. It becomes still less promising when the experts 


22. First Five-Year Plan, op. cit., p. 9. 

28. See: Colombo Plan for Co-operative Economic Development in South and South-east 
Asia, Ministry of Economic Affairs, Government of Pakistan, p. 55. 

24. Economic Bulletin, op. cit., p. 11. 

25. During the last two paragraphs one has not included Malaya—a colony following 
the directive of British autarkic policy. 
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assess the total financial needs of the region at approximately £A1,400 
million.26 Furthermore, Government development programmes would 
need to absorb at least 19 per cent of the total gross national product 
of the region. In other words, each individual should contribute to 
yearly development approximately three times his present rate.27 

Raising standards of living in the ‘‘uda’’ is no longer a catch 
phrase. It has very grave economic, social and political implications. 
The initial effort requires a vigorous thrust. A multiplier effect will 
ease the situation in the following stages. However, what is it 
eventually to be? Complete planning on the Russian pattern or 
another form of foreign sphere of influence in terms of international 
loans? Is it possible to strike the proper mean? Could the region 
introduce an admixture of planning and laissez faire? Would strict 
planning, creating a temporary drop in an already very low con- 
sumptive power, offer far greater future benefits than gradualism? 
These are only some of the questions to which the Governments of 
Asia must find a very quick answer. Some States, like Burma, have 
decided on the course to follow. Others, like India, sway between 
the tendency to fuller State controls and the influence of powerful 
industrial and financial groups. Indonesia has more than once 
refused American aid. The economic situation in that area is critical, 
though the spirit which prompted the refusal must be admired. The 
second Chinese Republic has introduced full State planning. 

The query has as yet to be fully answered. It is clear, however, 
that the role of the State in under-developed areas will not diminish 
in importance as time goes by. On the contrary, it will be a democratic 
form of ever-expanding State intervention and planning that will 
offer the people of ‘‘uda’’ the greatest opportunity to achieve freedom 
from want. 

C. GAMBA. 
Umversity of Malaya. 


26. For the import of goods beyond what the region may be able to pay for out of its 
current exports. 

27. In terms of saving. For U.S.A. financial assistance to the south-east Asian countries 
see, e.g.: Eastern World, Vol. VI, No. 8, p. 39, August 1952. 
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NEWS AND NOTES 


The Economic Society sustained another serious loss with the 
death of Professor G. L. Wood on June 29. Professor Wood was 
Honorary Secretary of the Society from its inception to the day 
of his death, and always played a prominent part in its development. 
The success achieved by the Society, due in no small degree to his 
efforts, was always very dear to his heart. An indefatigable worker, 
the amount of untiring and selfless energy he put into the affairs of 
the Society was known only to those closely associated with him in 
the administration of the Society’s affairs. A native of Devonport, 
Tasmania, he joined the staff of the School of Commerce of the 
University of Melbourne when it commenced operations in 1925, 
was successively lecturer, senior lecturer, Acting Professor of Com- 
merce (1940) and on the establishment of separate chairs of Commerce 
and Economies in 1944, the first Professor of Commerce. He was 
awarded the D.Litt. ‘by the University of Melbourne for his 
Borrowing and Business in Australia in 1930. He also gained the 
Harbison Higinbotham prize for this work. In addition to this he 
collaborated with Professor S. M. Wadham in writing Land Utilization 
in Australia and was a prolific writer on many matters, particularly 
those bearing on his work as a member of the Commonwealth Grants 
Commission. His place in the University of Melbourne and in the 
counsels of the Economie Society will be hard to fill and our very 
sincere sympathies go out to his widow and family. 


The Australian and New Zealand Association for the Advance- 
ment of Science, is to hold its next meeting in Canberra from 13th 
to 20th January, 1954. Section G includes economies, statistics and 
social science. Enrolment forms for the meeting may be obtained 
from the Honorary Local Secretary of the Association in each State 
or from the Honorary Secretary, Section G, A.N.Z.A.A.S., C/o. 
Canberra University College, Canberra, A.C.T. Early enrolment 
will be very much appreciated as it will greatly facilitate the 
organization of the meeting and the arranging of accommodation for 
visitors. A booklet containing the tentative time-table will be sent 
upon enrolment. 
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The Department of Economics of Auckland University College 
has issued a bibliography of articles and books dealing with New 
Zealand economic problems and economic history. It has been 
prepared by Mr. B. R. Hardie and although no claim is made that 
it is comprehensive it will be useful to teachers and research workers 
who are concerned with New Zealand. Copies are being sent to all 
Departments of Economics in Australia and New Zealand and to 
lending libraries in the two countries. There are, however, a small 
number of spare copies available, and those who have special reasons 
for wishing to procure one should write to Professor Simkin, Depart- 
ment of Economics, Auckland University College. 


The Institute of Economies and Finance of the University of 
Rome has conveyed to us its willingness to assist visiting Australian 
and New Zealand economists with all available information in the 
economic and cultural fields. Any who are visiting Italy, or planning 
to do research work on Italy, would be welcomed by the Institute, 
which is attached to the University of Rome. 


BRANCH SECRETARIES 


Victorian Branch:—Mr. D. M. Hocking, C/o. Department of 
Economies, University of Melbourne, Carlton, N.3. 

New South Wales Branch :—Mr. E. J. Thompson, C/o. M. L. & C. 
Ass. Co. Ltd., 46 Martin Place, Sydney, N.S.W. 

West Australian Branch:—Mr. W. P. Mark, C/o. Employers’ 
Federation, Box No. P1225, G.P.O., Perth, W.A. 

South Australian Branch :—Mr. R. L. Griggs, C/o. Department 
of Economies, University of Adelaide, Adelaide, S.A. 

Hobart Branch :—Mr. A. Hagger, C/o. Economics Department, 
University of Tasmania, Hobart, Tasmania. 

Queensland Branch:—Mr. D. J. Stalley, Department of Eeo- 
nomics, University of Queensland, St. Lucia, Brisbane, Queensland. 

Canberra Branch:—Mr. R. H. Barback, Canberra University 
College, Canberra, A.C.T. 

Wellington Branch :—Mr. I. F. E. Wilson, C/o. Messrs. Bowden, 
Bass & Cox, P.O. Box 986, Wellington, C.1, New Zealand. 

Christchurch or Canterbury Branch:—Mr. R. H. Murray, 82 
Marlow Road, Christchurch, E.3, New Zealand. 
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Auckland Branch :—Mr. O. T. Foster, Kerridge Theatres Ltd., 
Queen Street, Auckland, New Zealand. 


Dunedin Branch :—Mr. R. O. Smellie, Department of Economics, 
University of Otago, Dunedin, New Zealand. 


This information is supplied for the benefit of members and 
prospective members and also for the use of branch secretaries. 
Members of a branch at times visit other centres where a branch 
also exists and may be in a position to address that branch. To 
make this possible the secretary of the latter branch should be 
informed of the visit by the secretary of the branch to which the 
visitor is attached. 











NOTES 
UNITED NATIONS EXPERTS ON ECONOMIC DEVELOPMENT 


I. Extent of the Under-developed World. 

II. Points of the Report. 

III. Criticism. 

On the recommendation of the Economic and Social Council of 
the United Nations a group of experts were invited to prepare a 
report on Measures for the Economic Development of Under-Develop- 
ed Countries. The report was presented by the experts in May, 
1951.1 


I 


The Report defines under-developed countries as ‘‘countries in 
which per capita income is low when compared with the per capita 
real incomes of the United States of America, Canada, Australasia 
and Western Europe.’’ (p. 3). 

If we follow this definition, over 2,000 million people of the 
2,400 million world population live in under-developed countries 
as can be seen from Table 1:? 


TABLE I 


Population and Income of Developed Countries (1949) 

















Country Population (Millions) Income per Head (U.S. $) 
United States .. 150.0 1,440 
Canada te 13.5 900 
Switzerland 4.6 850 
Sweden = ee ee 7.0 820 
United Kingdom See end 50.3 775 
New Zealand . ‘ 1.9 750 
Australia 7.8 700 
Denmark 4,2 690 
Luxemburg 0.3 590 
Norway 3.2 590 
Belgium 8.6 580 
Iceland si 0.2 540 
Netherlands 10.0 500 
France 41.5 480 
Venezuela .. 4.7 480 
Ireland 2.9 410 
Israel .. 1.0 390 
Finland 4.0 350 
Uruguay if 2.3 330 
West Germany .. 48.0 320 
Argentina .. 16.8 320 
382.8 | 





1. United Nations Publications Sales No. IIB 2. The panel of experts consisted of 
A. B. Cortez, Chile; D. R. Gadgil, India; W. A. Lewis, United Kingdom; T. W. Schultz, 
U.S.A.; and G. Hakim (Chairman), Lebanon. 

2. Table derived from United Nations Economic and Social Council, Report on Volume 
and Distribution of National Income in Under-Developed Countries, 28th June 1951. 
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We have included in the above list of ‘‘developed’’ countries 
all countries having a per capita income exceeding $320 which is the 
income of the lowest Western European country, Germany. Only 
four countries not in Europe, North America or Australasia were 
included because of this, Venezuela, Uruguay and Argentina in Latin 
America and Israel in the Middle East. 

While the Report makes no express mention of any further 
exclusion from its scope, it is clear from the text, as well as from a 
number of tables in the Report, that countries developing under the 
Soviet economic and political system do not fall within the frame 
of reference. These countries and their per capita income (as far 
as known) are shown in Table II:* 


TABLE II 


Population and Income of Countries Working Under a Soviet System 














Country Population (Millions) | Income per Head (U.S. $) 
Czechoslovakia .. .. .. 12.4 350 
pt Se 193.0 310 
mss ee) 8S ee 24.5 300 
MEE 60. eal cer ew 9.2 230 
ere ae yA 110 
MOMOMIS 2.5 6. kk ee 16.0 n.a. 
Albania ee gtd ee 12 na. 

MNO as. Sa. ce ae oS 475.0 n.a. 
738.4 








It can be seen that, except Czechoslovakia, all the countries of the 
Soviet world have per capita incomes below those in developed 
countries. 

If we deduct the sixth of mankind that lives in developed 
countries and the third of mankind that lives in countries under the 
Soviet system, we see that the Report makes an analysis and 
recommendations for countries embracing about half of the world’s 
population. 


II 


The Report deals with principles. It tries to find a common 
denominator of economic under-development in the presence of a 
considerable amount of rural under-employment and disguised un- 
employment in all countries suffering from economic backwardness. 
Disguised unemployment and rural under-employment are defined as 
a condition where people can be withdrawn for work in other sectors 
of the economy without significantly reducing output in the sector 
from which they are withdrawn. 


8. Source for Table 2 same as for Table 1. 
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Under-developed countries are, therefore, countries where man- 
power resources are not fully used owing to the absence of productive 
employment opportunities on the land and elsewhere. 

The problem of development presents itself, then, in a twofold 
shape: First, use must be made of idle manpower and other unused 
resources by creating productive employment opportunities; and 
second, agricultural output must be maintained and raised as under- 
employed farm population is withdrawn from the land. 

The first point is the problem of ‘‘industrialization’’, the second 
is that of ‘‘capital formation’’. The problem of obtaining the 
necessary savings for ‘‘industrialization’’ can to a great extent be 
expressed in the difficulties which present themselves in mobilizing 
potential food surpluses from the agricultural sector for consumption 
in the newly created industrial agglomerations. This problem can be 
reduced to some extent by foreign aid. 

The strength of the experts’ report lies in its continuous emphasis 
on the organic unity of the two aspects of development. The experts 
do not make the mistake of saying that the creation of manufacturing 
industries is the panacea for rural under-employment. Such an 
argument would maintain that because there are idle men and idle 
resources in a country, all that is required for development is to 
construct industries with a view to putting unused labour and raw 
material resources together. 

The experts recognize rather that the first task for a policy of 
development which is to be successful is an increase of food production. 
An increase in food production and thus in rural incomes is the basis 
of increased savings, which must go hand in hand with ‘‘industriali- 
zation’’. 

The experts emphasize that farming practices cannot be improved 
in many under-developed countries unless the farmer can secure the 
fruit of his own effort. Tenure systems which are based on the 
‘‘merciless exploitation’’ of peasants by landlords ‘‘who perform 
no useful social function’’ must, therefore, be abolished. (p. 21). 
The fragmentation of farm lands is another difficulty which must be 
solved before modern techniques can come to the assistance of 
cultivators in under-developed countries. The burden of private 
debt upon the small farmer comes within the same category. 

Land reform and credit reform are, however, not enough. The 
Government must help by rural educational services which will, 
however, be successful only if cultivators have an incentive to improve 
productivity. Soil erosion must be controlled and land reclamation 
be undertaken. All these measures will frequently tend to meet with 
the resistance of established powers who are interested in the main- 
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tenance of existing conditions. The experts, who never tire of 
emphasizing that rural reform cannot be considered in isolation from 
educational progress, improved health services and political changes 
conclude, therefore: ‘‘In our judgement there are a number of 
under-developed countries where the concentration of economic and 
political power in the hands of a small class, whose main interest is 
the preservation of its own wealth and privileges, rules out the 
prospect of much economic progress until a social revolution has 
effected a shift in the distribution of income and power.’’ (p. 16). 

The objective of industrialization is complementary to that of 
increasing food production. In many instances productivity on the 
land can be increased only by reducing rural over-population. In 
other instances population growth cannot be absorbed by agricultural 
pursuits although there need not exist a reduction of rural population 
figures. 

The withdrawal of manpower into productive employment away 
from the land must be connected with an all-round development of 
the economy. The term ‘‘industrialization’’ implies, therefore, much 
more than merely the creation of factories. The creation of educational 
facilities, of improved health services, of better administrative organs, 
all absorb manpower and are frequently more productive than 
manufacturing activities. Furthermore, the Report points out: ‘‘In 
countries at the lowest level of development, lack of basic facilities 
is frequently a major bottle-neck. Transport, communications, water 
supplies and electric power are necessary before other types of 
economie activity can begin to move forward rapidly.’’ (p. 54). 

In the opinion of the experts development is a process involving 
not only the positive aspects of education and construction, but also 
the negative ones of the destruction of old prejudices and philosophies. 
(p. 15). The desire for progress must, therefore, be strongly and ably 
organized. Sound and strong government is, for this reason, stressed 
as a pre-requisite for economic development. To the extent that 
government can acquire strength by appealing to the emotions of 
national solidarity, nationalism is recognized as one of the more 
important ingredients of economic development. 

It is at this point, however, that the Report finds difficulties in 
reconciling the need for external additions to national savings and 
national aspirations. Attention is drawn to the frequently excessive 
rates of profits realized by foreign proprietaries operating in under- 
developed countries. They also stress the undesirability of organizing 
economies in such a way that they become over-dependent on exports. 
On the other hand they consider an annual inflow of loan capital of 
$10 billions a minimum without which development programmes 
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cannot be carried out. An International Development Authority is 
suggested for the supervision of this large-scale foreign aid pro- 
gramme. How far such amounts can be raised at all, and to what 
extent it would be possible to maintain national independence intact 
with so considerable an inflow of foreign capital is a question which 
must remain open. 

Speed of development is stressed by the experts as much as the 
need for development itself. And indeed, the needs of a growing 
population in the under-developed areas of the world make the 
question of rapidly increasing productivity a matter of the utmost 
urgency. 


III 


The Report has had an unfavourable reception by eminent 
reviewers in, at least, two influential economic periodicals.4 The 
basic reason for the adversity of the comment of these two reviewers 
seems to me that the Report has a strong rationalistic flavour.® In other 
words, opposition has come from people who do not believe that 
societies and institutions can be consciously designed but that ‘‘society 
in the last resort remoulds itself by the process of action’’.6 Bauer 
emphasizes this point in his review by drawing attention to the 
immense width of the coverage of the experts’ recommendations and 
the impossibility of legislating for three quarters of the world in 
284 short paragraphs. 

To this, the present reviewer feels, there is a reply; that the 
experts’ recommendations are indeed subject to such a criticism if 
taken literally, but their analysis of the basic principles of economic 
development is interesting and fundamentally sound. In many 
instances the experts have been extremely courageous in drawing 
attention to the interrelation between political and economic insti- 
tutions and for this alone their report deserves study. Too few 
people realize that economic development is a sociological matter, 
not merely an economic one. 

On the other hand the report fails to utilize the examples of 
economic development in the Soviet third of the world. The experts 
repeatedly stress the importance of a desire for development as a 
basic pre-requisite . They also make clear that leadership is necessary 
to carry out a programme which will require the destruction of many 
established interests, and sacrifices on the part of the whole popu- 
lation, at one time or another. The discussion of the system of 
party leadership as it has been evolved in the countries adhering 
to the Soviet social and economic system would have been enlightening 


4. Quarterly Journal of Economics, August 1952: Review by S. Herbert Frankel; 
Economic Journal, March 1953: Review by P. T. Bauer. 

5. Compare F. A. von Hayek, “‘Scientism and the Study of Society”, Economica, 1944. 

6. Frankel, op. cit., p. 317. 
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in this frame of reference. While it is understandable that in the 
present world atmosphere such a discussion has not found a place in 
the experts’ report, a document which ignores the most important 
experiments in economic development cannot be called complete. 
Nevertheless, within the socio-economic confines which the 
authors of the report have set themselves, many useful suggestions 
have been worked out and an analysis has been offered which cannot be 
ignored by future students of the problems of under-developed 


countries. W. ROSENBERG. 
Canterbury University College. ; 


STRIKES IN AUSTRALIA: A FURTHER COMMENT 


1. In the last number of this journal Mr. Oxnam has brought 
together all the available official data regarding strikes in Australia, 
and has subjected them to penetrating and interesting analysis. It 
is the purpose of this note to extend that analysis in a way which may 
suggest some further development of his conclusions. 

Mr. Oxnam presents in his Table IV data on the duration of 
strikes. The same data are presented in Table I below, using the 
‘‘life-table’’ technique of the demographers. 








TaBLE I 
Duration of Strikes 
Period Survivors of 100 Initial Disputes After 
1 Day 2 Days 6 Days 24 Days 
i er oe 66.7 54.5 34.6 12.6 
i. ae 58.4 45.5 28.1 8.9 
eee ac Se oe 59.8 45.8 29.2 9.7 
Poe |. 3 Seca Ge 58.2 46.1 28.7 8.1 
EEO sks, acl wee AG 62.6 49.2 27.3 6.5 
O_o ee 54.6 36.9 19.3 5.4 
BI cal “ANS. “Seen 41.8 27.4 13.8 2.0 
1, ee ene 34.7 21.4 9.7 2. 

















The data are presented graphically in Fig. I where the vertical 
seale is logarithmic. The mortality rate at any period of the life 
of a dispute may then be read off as the slope of the curve. 

From this diagram it is immediately clear that: 


(i) The major changes in the mortality rates have been since 
1940, and have been restricted to the early days of the 
dispute. This may reflect more effective means of settle- 
ment, more ‘‘protest’’ strikes that are not intended to last 
for more than a day or so, or more efficient collection of 
data about short lived strikes. 

(ii) Once a dispute has existed for a week, the probability of 
settlement has not greatly changed, if we neglect the War 
period. 
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Thus though the absolute number of long drawn out disputes 
has been reduced there has been no really remarkable change in the 
efficacy of the means of settling them. This conclusion must be 
qualified however in the absence of information about the distribution 
between industries of these longer disputes. 
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2. Mr. Oxnam has rightly drawn attention to the role of Mining 
disputes data, (which it is almost impossible to reconcile with those 
for the Commonwealth). They are available for New South Wales 
which does separate strikes in Mining from those in other industries. 
The ‘‘Life Table’’ technique may again be used to provide Table II 
and Fig. IT. 

TABLE II 
Strikes in New South Wales, 1942-49 





| | Survivors of 100 Initial Disputes After 
Total No. of |___ on ‘ 








Disputes | 1 Day | 2Days | 10 Days | 50 Days 
Mining . ..| 7,559 | 93.5 | 30.7 3.30 0.065 
Non-mining. | 1,187 | 915 | 62.5 15.4 3.08 











The sharp contrast between the experiences in Mining and other 
industries suggests clearly the need for great care in interpreting 
over-all figures for Australia, and the desirability for an industrial 
split-up of the ‘duration of disputes’ data published by the Common- 
wealth Statistician in the Labour Bulletin. 


Sydney University. R. 8. G. RUTHERFORD. 
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BENTHAM AS ECONOMIST? 


During the nineteenth century Bentham, worshipped as an 
ancestral hero and almost as an oracle, or struggled against as a 
nightmarish incubus, overtowered British thought on social action 
in what Professor Butterfield of Cambridge has recently called the 
‘‘sub-philosophie field’’ of legal and economic reform. Judged by the 
standards of massive and persistent influence he had in his own life- 
time only two rivals: in France the Great Revolution, in Germany 
Goethe (with whom, curiously enough he shared the years of birth 
and death almost exactly). As England became the leading nation 
of the nineteenth century, Madame de Stael hardly erred in 
prophesying that this century would be called by Bentham’s name. 
More than any other writer he embodies the spirit of impatience with 
the past, routine and tradition, of belief in radical reform based on 
nothing but common-sense, and of distrust in everything not in- 
stantly reducible to the simple feelings of untutored minds and 
unchastened sensibilities. How deeply the quasi-philosophy labelled 
‘‘utilitarianism’’ was, both as cause and effect, affiliated with the 
rising science of political economy, has often been observed. But 
although Bowring’s eleven volume edition of Bentham’s Works (1838) 
contained a number of writings which either state the principles 
of economic policy in monumental nakedness or carry their appli- 
cation with alarming energy into the smallest details of particular 
situations, it was generally felt that most of these were perishable 
sparks from the greatest smithy in which the various materials of 
legislative progress were to be hammered into a tolerably coherent 
and almost understandable whole. Historians of economic thought 
have had remarkably little to say about the man who claimed to be 
the spiritual grandfather of the Ricardian School. 

There matters would probably have rested for a long time but 
for the restless intellectual curiosity of the late Lord Keynes who 
continued to be haunted by the figure of the man from whose dom- 
ination over the British mind he and the friends of his youth had, as 
he felt, been the first to free themselves, and for the vicissitudes of 
fate which drove Dr. Stark to Britain. There Dr. Stark became the 
apostle of that most un-German thinker, vindicating Bentham’s claim 
to greatness as a social philosopher and as an economist in his own 
right. In two articles published in the Economic Journal in 1941 and 
1946 he went so far as to attribute to his hero the reconciliation of 


1. Jeremy Bentham’s ~conomic Writings, Vol. I. By W. Stark. Critical edition based 
on his printed works and unprinted manuscripts for the Royal Economic Society. (George 
Allen & Unwin Ltd., London, 1952.) Pp. 412. 30/- stg. 
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‘‘capitalism’’ and ‘‘socialism’’. He also claimed him as the fountain- 
head of the two most characteristic movements of nineteenth century 
economics: the marginalist and the historic schools. This sounded 
somewhat hyperbolical. But it must be admitted that the task of 
publishing a complete and critical edition of Bentham’s economic 
writings had been long overdue and that these labours required 
exceptionally strong doses of missionary enthusiasm and scholarly 
tenacity. 

The search for manuscripts and notes on economic subject-mat- 
ters, Dr. Stark tells us, involved nine large cases of miscellaneous 
papers amounting to about one million words in what Mr. Ogden, 
using the language of polite understatement rather than hyperbolism, 
has called ‘‘uninviting hand writing’’ (of which a specimen in 
original size has been reproduced in his edition of The Theory of 
Legislation, facing p. lxii). To make things worse, the papers were 
found in a state bordering on ‘‘random distribution’’, caused partly 
by the not always happy endeavours of a former editor to solve the 
cross-word puzzle-like problems of the literary estate of a writer 
who preferred to leave to others the responsibility of making books 
out of his jottings. 

The neat appearance of the texts printed in the present volume 
is likely to conceal the labours bestowed on its production, and the 
more serious reader will often feel that a prima facie smoothness 
ean easily be bought at too high a true ‘‘user’s cost’’. Where the 
text of an already printed work ends and where additional notes 
and drafts begin is not clearly indicated. Some notes (and they 
happen to be the most interesting finds) appear only in the editor’s 
Introduction, no references to them being given in the text itself. 
The third (and last) volume of the publication is to contain, inter 
alia, a systematic account of the principles and technique of editing; 
a summary of the contents of every manuscript page; and a detailed 
index. This practice has much to commend itself from the publisher’s 
point of view. A student, however, may desire to have more factual 
and textual information (and a modicum of cross-references) in 
close proximity to the text. He will find it especially tiresome to 
look up in another volume the sources from which the mostly very 
short passages collected under the title ‘‘The philosophy of economic 
science’’ have been culled. The bare reference to columns and pages 
of the Bowring é¢dition which are printed on the back-flap of the 
dust-cover are a rather poor and perishable substitute. 

A re-appraisal of Bentham’s status in the history of economic 
thought will have to be deferred until the whole edition is complete. 
To judge from this first volume which covers thé period 1787 to 1794, 
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the tables are not likely to be turned against those writers who have 
considered Bentham’s writings on specifically economic matters mere 
parerga and paralipomena: his fame rests still on his work on legal 
theory and reform, and the classical locus of his ideas on economic 
fundamentals remains the Theory of Legislation, a work originally 
published in a French version and greatly profiting from the filtrating 
virtues of that language, now available in Dr. Ogden’s excellent 
publication of an American re-translation and of which at least large 
portions should find place in Dr. Stark’s edition, if it is not to remain 
a torso. 

Most of the contents of this first volume will be of greater interest 
to biographers of Bentham than to economists. They prove that, at 
least at that stage, Bentham was no Benthamite. He is not averse to 
resuscitating medieval institutions in order to establish what he 
regards as an ideal form of taxation, or to falling back on some of 
the most objectionable features of French seventeenth century ‘‘fis- 
calisme’’ in order to compensate the pains of taxpayers by the 
pleasures of group monopolies. The original version of the Manual of 
Political Economy retrieved by Dr. Stark from those abysmal manu- 
script cases, turns out to be singularly uninteresting. It begins with an 
immoderately immature attack on Adam Smith who according to 
Bentham failed to see that simply everything could be deduced from 
the unique principle of the ‘‘limitation of industry by ecapital’’. Did 
Bentham ever read the second book of the Wealth of Nations? I 
wonder. The text of the Manual Fragment mentions only two excep- 
tions from the principle of non-interference (the terms of Agenda 
and Non-agenda had not yet been coined) : the sponsoring of ‘‘ patents 
or exclusive privileges of inventions’’ and of the establishment of 
local grain magazines, an immemorial practice from Joseph the 
Provider to Abbé Galiani’s Dialogues on the Grain-Trade. (Did Ben- 
tham know Galiani’s writings either directly or through the influence 
of Della Moneta (1750) on Antonio Genovesi whom he was by an 
English friend advised to read during his stay in Crichoff? The 
question is highly relevant also in connection with the emergence of 
the so-called subjective theory of value). There are some additional 
notes in which more incisive ‘‘eligibles’’ of state action are sketched: 
laws ‘‘gently tending to equalisation’’, measures to increase man’s 
power over nature and to make wealth more easily transferable, and 
two jottings liable to secandalize the most tolerant liberal : ‘‘Securing 
of existing markets for manufactory with or without competition— 
foreign or colonial.’’ ‘‘ Acquisition of new markets—with or with- 
out competition—foreign or colonial’’. This seems to leave a bewilder- 
ing number of doors open to enterprising politicians and bureaucrats. 











270 THE ECONOMIC RECORD NOV., 1953 


In one respect, however, Bentham remains adamant. ‘‘ Nothing 
ought to be done for the particular purpose of promoting population”’, 
‘‘The quantity of capital dispositive remaining given, population can 
not be had but at the expense of wealth’’. Half of the fragment 
which according to the editor belongs to the Manual materials, is 
devoted to the extremely explicit refutation of the wisdom of pro- 
moting population ‘‘by discouraging prolific venery out of marriage 
and venery necessarily unprolific’’, i.e. ‘‘unnatural’’. These passages 
are, very appropriately, written in a kind of monkish Latin and 
reasoned in the crudest terms of the pleasure and pain caleulus. The 
historian of economic analysis will be amused to find that in this 
fragment the meretricious phrase ‘‘ceteris paribus’’ makes its first 
entrance in our science. And as in this context and with this writer 
who according to the verdict of John Stuart Mill never grew beyond 
the limitations of a boy’s experience it is doubtful what range of 
ceterae is considered. The phrase is thus fairly unambiguous and will 
at least not give offence to the logician who rightly frowns upon the 
use made of this clausula by later economists. 


KURT SINGER. 
University of Sydney. 
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REVIEWS 


Banking in the British Commonwealth. By R. S. Sayers. (1952.) 
Pp. xviii + 486. 56/9 (Aust.). 

Banking and Foreign Trade. (Published for the Institute of Bankers 
by Europa Publications Ltd., London, 1952.) Pp. 259. 15/- stg. 


In organizing a group of colleagues to undertake this invaluable 
survey of the banking systems of British Commonwealth countries, 
Professor Sayers has placed students of banking further in his debt. 
In comparison with the last comparable study, Plumptre’s Central 
Banking in the British Dominions, the new work suffers somewhat 
for lack of the integrating hand of a single author and of the pioneer- 
ing spirit which led Professor Plumptre into an as yet unexcelled 
analysis of the economic development of dependent economies. The 
new work, on the other hand, has the advantage not only of providing 
more up-to-date and detailed factual information, but also of covering 
a wider range of countries, besides giving more attention to general 
commercial, as well as central, banking. 

At first sight, the idea of bringing together in one volume 
studies of banking systems as heterogeneous as those of Canada, 
Australia, New Zealand, South Africa and Ireland, on the one side, 
and of India, Pakistan, Ceylon, and the Colonial Empire, on the 
other, might seem to have little merit. But, as Professor Sayers 
points out in his short introduction, there is more to it than the 
political accident of membership of the Commonwealth. There is 
“the banking link with London, which, though related here and 
there to the political link, was in the main the natural outcome of 
the needs of a trading world which was itself centred on London 
and the other great markets of England.’’ On closer reading of these 
studies, it is apparent that, even now, there are more shades and 
degrees of emancipation from this London link within and between 
the two groups of Commonwealth countries than a simple dichotomy 
would suggest. 

The individual contributors were ‘‘given no detailed editorial 
guidance’’, and their contributions differ rather widely in style, 
approach, length and weight. Of the shorter studies, those of Canada 
by Mr. G. S. Dorrance and of New Zealand by Professor Simkin 
are the most stimulating, the former for its attention to the relation 
between technical monetary and underlying economic factors, the 
latter for its valuable historical approach and interesting policy 
suggestions. Mr. A. C. L. Day contributes two useful chapters on 
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South Africa, Mr. W. T. Newlyn a well organized survey of banking 
in the British Colonies, Professor Duncan an unmistakably Irish 
essay on Irish banking, and Mr. Paul Bareau a short concluding 
essay on the Sterling Area. 

More than half the book, however, is written by Mr. J. S. G. 
Wilson, who is responsible not only for the two long chapters on 
Australia but also for the three even longer chapters on India and 
Pakistan which are based on material collected during a visit to 
these countries in 1950. Mr. Wilson’s task has been a difficult one, 
particularly in surveying the ‘‘hotch-potch of European overseas 
banks, local banks of recent origin and European method .... 
native ‘banks’ that are really only money-lenders, and co-operative 
banking’’ as the Indian system is described by Professor Sayers. 
He has executed his task with skill, although, for a reader entirely 
unfamiliar with the Indian system, his meticulous attention to minute 
institutional detail makes it a little difficult to see the wood for the 
trees. One cannot help feeling that Mr. Gunasekera’s brief but 
pointed chapter on the banking situation in Ceylon brings out some 
crucial facts which, though hardly less applicable to India, are in 
Wilson’s chapters swamped by technical detail, even where they are 
mentioned. 

While non-Australian readers may react similarly to Mr. Wil- 
son’s chapters on Australia, Australians will be thoroughly grateful 
for his comprehensive, accurate,! and up-to-date study of the Aus- 
tralian banking system, the first which adequately meets the needs 
of students of economics. The chapter on the trading banks analyses 
their development up to and including the nationalization episode 
and ably explains their present-day structure and operations, with 
some attention to the other institutions of the Australian capital 
market. The longer chapter on the Commonwealth Bank, though 
drafted before 1951, has been revised at many points in the light of 
Professor Giblin’s work. At the same time, it contains some material, 
such as the interesting section on war-time loan policy and interest 
rates, which, to the reviewer’s knowledge, is nowhere else readily 
accessible. The recent banking controversies are discussed judiciously 
on a non-political level; as readers of Mr. Wilson’s articles will expect, 
his sympathies tend towards the 1951-3 amendments rather than the 
original 1945 legislation. There is little discussion of post-war 
monetary policy. His one, curiously topsy-turvy, reference, to the 


1. One minor inaccuracy Mr. Wilson has taken over from Professor Butlin’s contri- 
bution to the book on Australia edited by Hartley Grattan. To say that “since all the 
large trading banks do business in several States, they are subject to Commonwealth law” 
(p. 2) seems to imply that the Constitution gives the Commonwealth power only over inter- 
State banking. Actually, of course, the Commonwealth’s power extends to intra-State as 
well as inter-State banking, the only exception being State banks whose business is 
confined to one State. 
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effect that ‘‘the maintenance of cheap money during the early post- 
war period must have accentuated the impact of inflation, despite the 
tightness of the controls operated by the central bank’’, is one of the 
few passages which the author may wish to reconsider in the second 
edition of this work which a well-deserved popularity should soon 
justify. 

Banking and Foreign Trade consists of a series of ten lectures 
delivered to the Fifth International Banking Summer School at 
Oxford, in July, 1952. The Institute assembled a galaxy of talent 
for its School, chiefly academic economists to cover the general inter- 
national economic scene, and practical men to deal with technical 
matters. Of special interest are Professor A. J. Brown’s skilful spot- 
lighting of the most important features of the post-war pattern of 
world trade, Mr. Reddaway’s original discussion of problems of 
Government control of foreign trade, and the explanation of the 
technical operations of British banks in the financing of foreign 
trade given by Mr. H. H. Thackstone, Chief Foreign Manager of the 
Midland Bank. 

H. W. ARNDT. 


A Study of Moneyflows in the United States. By M. A. Copeland. 
(National Bureau of Economic Research, New York, 1952). Pp. 
xxxii + 338 + 241. $7.50. 


Studies in social accounting have, up to the present, been 
restricted to current items of revenue and expenditure and the 
formation of fixed capital and stocks. J.R.N. Stone set out a frame- 
work for accounts showing all transactions in the League of Nations 
report Measurement of National Income and Construction of Social 
Accounts and Professor Copeland has now given us the results of his 
work from a similar but substantially independent approach. 

His accounts for the United States for the years 1936 to 1942 are 
in essence the normal set of social accounts except that (i) they are 
on a strictly cash basis, and (ii) inter-sector transactions in currency 
and deposits, accounts payable and receivable, federal obligations, 
paid-in capital and other loans and securities are shown as additional 
items. This is indeed a most important advance in social accounting. 
There is a marked gap between the aggregate demand approach to 
problems of economic policy and the monetary and banking approach, 
and social accounts will not be of major value until they are adapted 
to the interpretation of both approaches. Stone has suggested how 
it can be done and Copeland that the statistics are available to do it. 

It would seem, however, that Copeland is not fully conscious of 
the pioneering nature of his work since he has used it mainly as a 
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peg on which to hang a competent but unstimulating discussion of Mo 
the mechanism of U.S. banking policy. Part III of the book and much Pol 
of the first two parts devotes valuable space to discussions of quantity 
theory, active balances and hydraulic and electric analogies which Hi 
future students will feel a poor substitute for a fuller discussion of fyi 
the implications and problems of the social accounts for transactions in 
in money obligations. mu 
This pre-occupation with United States monetary theory has fou 
also resulted in some difficulties in the accounts themselves which Mo 
could well have been avoided. Thus the treatment of monetary gold Ra 
and silver and security dealers’ commissions dictated by the theory En 
results in discrepancies in the accounts which could have been avoided eco 
if a less institutional approach had been adopted, e.g., the treatment He 
of gold production as a commodity export and addition to inter- of 
national currency holdings. pr 
Perhaps the most valuable part of the book lies in the 241 pages in 
of appendix giving details of the estimates. It is unfortunate that as 


figures are shown only for 1939 since many will wish to rearrange the 
detail to accord with other conceptions of appropriate classifications. 
In particular, the appendix contains most of the information necessary Th 
to separate proprietor (farm and non-farm) households from other 
households—and so avoid the rather arbitary separation of business 
and household accounts which Copeland follows. 

It should not be thought that the work as a whole suffers 


seriously from the deficiencies mentioned—rather that in so complex Co 
and new a field it is obvious that the first survey cannot be to the Ki 
complete taste of every reader. We are indebted to Professor Cope- is 
land for his work and the magnitude of the debt will grow as its full of 
implications are developed. St 
H. P. BROWN. of 
tic 
Readings in Monetary Theory (George Allen & Unwin Ltd., London.) “ 
Pp. ix + 514. 30/- stg. : 
This is the fourth of a series of volumes edited by a committee in 
of the American Economie Association. The volume contains twenty 
articles originally published in various economic journals, together th 
with an excellent classified bibliography of all articles published on in 
monetary theory. The main restriction imposed on the selection of di 
the articles was that they must not have appeared in another volume pe 
of this series or any similar type of volume. The articles have been 
grouped under four main headings: Integration of the Theory of St 


Money and the Theory of Price; The Demand for and the Supply of 
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Money; Money, the Rate of Interest and Employment; Monetary 
Policy. 

Readers will undoubtedly welcome the republication of J. R. 
Hicks’ excellent article of 1935 entitled ‘‘A Suggestion for Simpli- 
fying the Theory of Money.’’ Apart from this article, which appears 
in the first section, the first two sections are relatively sterile. A 
much more useful and up to date set of articles are, however, to be 
found under the third and fourth headings. They include Franco 
Modigliani’s article on ‘‘ Liquidity Preference and the Theory of the 
Rate of Interest’’, Patinkin’s ‘‘Price Flexibility and Full Range 
Employment’’ and a number of articles on monetary policy by 
economists, including Henry Simons, Milton Friedman and Albert G. 
Hart. It is not at all easy to divorce monetary theory from problems 
of employment, fiscal policy, development, international trade and 
price policy, and as these problems have been or are being treated 
in separate publications, this volume cannot be as highly recommended 
as the previous publications in this series. 

D. COCHRANE. 


The Sterling Area; An American Analysis. A Report prepared by 
the staff of the Economie Co-operation Administration, Special 
Mission to the United Kingdom. (E.C.A. London). Pp. 267. 
21/- stg. $3. 


This volume was prepared by the research staff of the Economic 
Co-operation Administration (Marshall Plan) Mission to the United 
Kingdom, predecessor of the present Mutual Security Agency. It 
is divided into three sections. The first contains a factual analysis 
of the trading relations of the Dollar, United Kingdom and Overseas 
Sterling Areas with some discussion of the magnitude and importance 
of the post-war ‘‘dollar gap’’. The second section contains a descrip- 
tion of the economies of each of the members of the Sterling Area, its 
economic, geographical, political and historical background, foreign 
trade and balance of payments. Finally, the trade in the more 
important products of the Sterling Area is examined in great detail 
in separate chapters. 

The book has been written for the intelligent layman and for 
this reason the problems appear deceptively simple. Data discussed 
in the text are illustrated with colorful and clear bar and other 
diagrams while the basic statistics from which they have been pre- 
pared are printed:at the end of each chapier. 

As the book is essentially a factual review of economies of the 
Sterling Area with material supplied from official sources, little that is 
written is controversial. The most useful and interesting feature of 
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the book in the reviewer’s opinion is the unfamiliar ground which it 
covers, in particular, the discussion of the economic problems of 
Inda and Pakistan since their economies were separated, and the 
detailed information and statistics of the separate colonies of the 
British Empire. 

R. R. HIRST. 


Britain, the Sterling Area and Europe. By F. V. Meyer. (Bowes & 
Bowes, 1952.) Pp. 150. 21/- stg. 


‘““This book’’, to quote from the author’s introductory note, 
‘‘is an attempt to elucidate the significance to Britain of actual and 
potential economic unions.’’ In discussions of this kind, even among 
economists, all too frequently the economic implications of the subject 
are taken for granted, while attention is focussed on the political, 
administrative and legal problems which are more immediately 
apparent. Dr. Meyer has not succumbed to this temptation; he has 
confined his attentions almost exclusively to the economic aspects of 
his subject, and has wisely left the political and other issues to those 
better qualified to handle them. 

Britain, according to the author, cannot hope to raise her living 
standards significantly—at least in the more immediate future—by 
action confined to her domestic economy (or by what Dr. Meyer 
prefers to call an ‘‘intensification’’ of economic activity). Only by 
‘‘extending’’ her economy through an expansion of international 
trade can she improve the real incomes of her citizens. To this end, 
economic unions in one form or another may play an important role, 
and it is with the various types of unions and with the assessment of 
their economic merits that the major portion of this book is concerned. 

The author finds the key to the appraisal of economic unions in 
the distinction between alliances of complementary economies (e.¢., 
the sterling area currency system) which bestow on their members the 
advantages of greater stability in their external relationships, and 
alliances of competing economies (e.g., the European Payments 
Union and proposed European customs union) which tend to 
strengthen rather than to stabilize the external position of the par- 
ticipating countries. 

The sterling area system is accorded pride of place in Dr. Meyer’s 
study—about half of the book is devoted to it—and he includes a use- 
ful account of certain important aspects of its operations since the 
early ’thirties. His contention is that the monetary union of sterl- 
ing countries has been a stabilizing influence on the external values 
of sterling and other members’ currencies over the course of the 
trade cycle, and to this extent it has helped to stabilize real incomes 











ba 
ra 
op 
sa 
m: 


weirs ov 








1953 PROBLEMS OF NATIONALIZED INDUSTRY 277 


within the area. This conclusion needs to be qualified, as the author 
points out, in so far as variations in the holdings of sterling reserves 
by member countries have been a destabilising force (especially in 
Britain) on employment and incomes. A neat but rather arbitary 
technique is used for comparing the welfare gains to Britain and her 
partners of stable exchange rates at various periods of time. 

In his analysis of economic union between Britain and Europe, 
Dr. Meyer provides a valuable summary of the customs union issue, 
supplemented by an appendix giving a formal (offer curve) treat- 
ment of the external aspects of customs unions. He concludes that 
some form of union with Europe—i.e., with competitive economies— 
will strengthen Britain’s external position. 

The general structure of the book is somewhat untidy and un- 
balanced. For instance, chapter I is too long and some of its argument 
rather laboured, while portions of chapters II and III suffer from the 
opposite weakness of over-compression. Dr. Meyer has by no means 
said the last word on the matters with which he deals, but he has 
made an interesting and worthwhile contribution in the right direction. 


A. H. BOXER. 


Problems of Nationalized Industry. Edited by W. A. Robson. (George 
Allen & Unwin Ltd., London, 1952.) Pp. 390. 25/- stg. 


The growth of the public corporation in Britain beginning, it 
is generally claimed, with the setting up of the Port of London 
Authority in 1908, was already significant in the inter-war period. 
It is during the second phase, however, commencing with the return 
to power in 1945 of a Labour Government pledged to nationalization 
of the basic industries, that the growth is most striking. The 
nationalization legislation, 1945-50, provided for the extension of 
public enterprise into such undertakings as banking, coal-mining, 
transport, civil aviation, electricity supply, the gas industry and 
the iron and steel industry. Varied as are the organizations estab- 
lished in the different undertakings, they all have the character of 
the public corporation. 

The modern public corporation reflects ‘‘the need for a high 
degree of freedom, boldness and enterprise in the management of 
undertakings of an industrial or commercial character and the 
desire to escape from the caution and circumspection which is con- 
sidered typical of government departments’’. The public corporation 
has come to be accepted by all political parties as the appropriate 
means of conducting nationally-owned undertakings requiring man- 
agement that is primarily commercial or industrial. It is with the 
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several problems—political, administrative and economic—of the post- 
war public corporation that this study is concerned. 

‘‘The trend towards public ownership or control of certain basic 
industries and services’’ is seen by Professor Robson as ‘‘a secular 
movement of world-wide dimensions’’. The current experience of 
the administration of nationalized industries in Britain from 1945 
to 1951 is important not only to the political scientist and to re- 
sponsible Ministers but also to the administrator and to the economist. 

The contributors to this volume include past or present members 
of Parliament, two with ministerial experience, six who are or have 
been professors of economics or of political science, others with 
experience as holders of responsible positions in the nationalized 
services or in the higher ranks of the Civil Service, and some ‘‘ with 
special experience in finance, engineering, industrial management and 
administrative tribunals’’. 

In 1950 The Political Quarterly devoted a special number, April/ 
June, to the nationalized industries. Questions of the organization 
of the constitution, appointment and functions of the governing 
board of the public corporation, of ministerial control and parlia- 
mentary responsibility, of labour and staff problems, of price policy, 
of consumer interests, of efficiency and its measurement, were exam- 
ined. The special number included in addition a discussion of the 
areas of the economy in which public ownership is appropriate, areas 
in which effective management can be secured and ‘‘the inelasticity 
and inflexibility fatal to efficiency, and the remote and impersonal 
control, fatal to human relations with workers in the industry’’ can 
be avoided. Problems of Nationalized Industry is both an expansion 
of the essays included in the special number and also a complementary 
study to Public Enterprise, published in 1937 under Professor Rob- 
son’s editorship. 

Significant additions in the present study are the chapters deal- 
ing with problems of compensation, joint consultation, public relations 
and scientific research. Of particular value in Part I are the editor’s 
opening chapter, stating succinctly the character of the post-war 
public corporation in Britain, and his final chapter presenting a 
comparison of the administration of nationalized industries in 
England and France. This chapter is intended to be ‘‘a brief pilot 
study which will indicate the political significance of comparative 
work’’ in examining aspects of nationalization policy and practice in 
the two countries. 

Part II is entirely the work of the editor. It consists of ‘‘General 
Conclusions’’ relating to the several questions raised in Part I and 
in addition includes constructive comment upon matters such as the 
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role of the administrative tribunals and alternative forms of public 
enterprise. This is an analysis of particular value at this stage of 
development of the public corporation. Competent and critical, 
edited by an author already distinguished for his contributions to the 
theory of political science and of public administration and with 
direct experience of administrative problems, this volume is essential 
not only for those directly interested in the operations of the national- 
ized industries in Britain but also for all who are interested in a 
critical appreciation of the problems of public ownership and manage- 
ment in any country. 

Concerned primarily with the industries nationalized during the 
new phase of public enterprise since 1945, and entrusted to public 
corporations, the analysis is of more than temporary concern. In 
one sense, it has something of the nature of a progress report on the 
theory and practice of the public corporation as seen in the post-war 
nationalized industries. The post-war public corporations in Britain 
differ from their predecessors in the wider scope of their monopolies 
—the former London Passenger Transport Board, for example, be- 
came incorporated in the Transport Commission—in size, and hece 
in the vastly greater numbers of their employees, and in their re- 
lationship with Parliament. The several Nationalization Acts gave 
the appropriate Minister specific authority over certain aspects of 
their work and over-all power to give directions ‘‘of a general 
character’’. 

The diversity in the economic and political backgrounds of the 
several industries, the almost equal diversity in the methods of 
organizing them under national ownership, the relative places of 
competition and monopoly in the public enterprises, the possibility 
of providing a small expert body to conduct an efficiency audit and 
to develop a staff acquiring special insight into the problems of the 
nationalized industries and serving as a clearing-house of knowledge 
and experience, considerations of prices and profits, the develop- 
ment of a new civil service, are some of the matters discussed. 

The problems considered are significant in any community where 
publie enterprise exists. Neither the student of political science or 
of public administration, nor the professional politician or the 
member of any party expressing opinions on questions of the public 
ownership and management of enterprises can afford to neglect this 
presentation of them. 

A valuable guide to current sources is supplied in a select 
bibliography classified under subjects. 


MERAB HARRIS. 
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British Planning and Nationalization. By B. W. Lewis. (George Allen 

& Unwin Ltd.) Pp. xi + 318. 24/- stg. 

This is not a full scale academic analysis of economic planning 
and nationalization in Great Britain. The Twentieth Century Fund 
commissioned Dr. Ben Lewis to write an explanatory account of 
British nationalization from 1945-1951 for American readers. It 
must therefore be regarded as an introductory work on the subject 
designed for those who have little pre-existing knowledge of it. 

The first two chapters are of a general character dealing with 
economic planning and the issues of nationalization. They explain the 
machinery of economic planning, the Economic Survey, etc., and 
the arguments for and against nationalization. This is, of course, 
very familiar stuff for British readers. 

The book does not seek to be critical. This would probably not 
be in keeping with its main object. But, as we all know, in economic 
planning as in all other fields of human endeavour, the best laid 
plans of mice and men ‘‘gang aft a-gley’’. Dr. Lewis can therefore 
hardly refrain from hinting at a few general points of criticism, 
and also a few specific ones. ‘‘ British planning is tentative and hope- 
ful—there is far more of prayer and prediction in its make-up than 
of project and precept.’’ (Page 40). Thus the main general criticism 
appears to be the alleged lack of a bold master plan, the economic 
planning and nationalization programmes being mainly piecemeal 
and opportunist in character. 

The book does succeed admirably in placing the six years of 
Labour Party experiments in economic planning and nationalization 
from 1945-1951 in true perspective. In fact, Dr. Lewis regards the 
whole programme, with two exceptions, as the logical outcome of 
steps taken by previous Conservative and Coalition governments, 
and one which Conservative governments would also have carried 
out, although they would have spread it out over a longer period of 
time. The two exceptions are the nationalization of steel and road 
haulage, and Dr. Lewis predicted that these two would be the only 
ones to be denationalized. 

To those who oppose economic planning and nationalization by 
appeals to the theory of a free market economy, Dr. Lewis points out 
the considerable cartelization of many British industries, which in 
his opinion, hastened the process of public control and assumption 
of ownership. 

Chapters 3-11 deal with nationalization of coal, transport, elec- 
tric power, iron and steel; town and country planning, distribution 
of industry, the National Health Service, housing and agriculture. 
These chapters provide rather more detail in each specific field. 
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Each chapter deftly places the current events in historical perspec- 
tive and contemporary setting. However, the reviewer felt that some 
of these chapters ended very abruptly and could well have been 
rounded off with some concluding remarks. Nevertheless, it is these 
more detailed chapters which provide sufficient coverage to make the 
book invaluable to the non-specialist who wants a quick summary of 
the subject. 

In general, the book is characterized by a well-balanced presen- 
tation and displays admirable restraint and sympathetic insight. Dr. 
Lewis himself admits its limitations. It is scarcely more than a 
popular exposition. Nevertheless, it is to be hoped that the book 
sheds some light on the British Labour Party’s governmental pro- 


gramme for non-academic readers. 
A. COOK. 


Planisme et Progrés Social. By Angelos Angelopoulos. (R. Pichon 
& R. Durand-Auzias, Paris, 1953.) Pp. 403. 1,200 Frs. 


The subject of this book can best be designated as applied 
economics of the welfare state. The objectives of the state have to be 
constantly revised and re-adjusted to avoid violent revolutions. The 
writer’s views as to how the class dominant at a certain period 
determines the state’s objectives and how at present the role of the 
working class assumes a growing importance, is closely akin to 
those of Karl Marx, with the difference that he emphasises the 
possibility of a ‘revolution by consent’. The main reasons for the 
inevitability of the expansion of planning in Professor Angelopoulos’ 
view are the bankruptcy of laissez-faire, the Soviet experience, the 
Great Depression of 1929-1933 and economic developments in the 
second World War which brought about a new orientation of the state 
to social welfare. He strongly believes in the possibility of the 
peaceful co-existence of capitalism and communism. 

The bulk of the book, starting from Chapter V, is devoted to 
public finance in relation to state planning. The writer’s arguments 
are largely based on Keynesian doctrines. The contemporary state 
must aim at maximum national income, full employment and economic 
development. This requires a co-ordinated plan and an appropriate 
national budget to avoid inflation and deflation. Neutrality of public 
finance is no longer possible. In his discussion of national planning— 
integral (Soviet) planning, the liberal, ‘un-co-ordinated’ planning 
system (U.S.A., France) and the democratic planning system (U.K., 
Norway)—the author’s criticism is principally directed against the 
liberal planning system, while he finds very little to blame in the two 
other systems. His opinion that a proper division between public 
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sector, controlled sector—a transitory stage to future nationalization 
—and free sector avoids the danger of excessive bureaucracy, is very 
much open to doubt. Investigations of the nationalization of key 
industries, unemployment, full employment and measures to main- 
tain it and of economic development, particularly of undeveloped 
countries, are the subject of further chapters. 

Successive sections deal with economic development and produc- 
tivity, investments, including some explanation of the multiplier, 
the raising of the standard of living and social security. The last 
five chapters are concerned with public finance and social accounting, 
the anti-cyclical task of the government budget, the re-distributive 
function of fiscal policy and monetary policy in its fight against 
inflation, the main causes of which, are dealt with in some detail. 
The structure and general principles of social accounts, the technique 
of the national budget, the assessment of national income and 
expenditure and various aspects of the concept of national income 
conclude the book. 

On the whole, the study under review is a useful survey of the 
practical problems of a planned economy in the welfare state, with- 
out much originality and with far too little theoretical background. 
What the present reviewer found particularly wanting, was some 
discussion of the economies of welfare, as the whole book is concerned 
with the welfare state. Passages from hundreds of sources are 
quoted but debatable problems of welfare economics are hardly 
mentioned. Some examination of these problems would certainly 
have assisted the reader. 

F. SCHNIERER. 


Planning for Freedom, and Other Essays and Addresses. By Ludwig 
von Mises. (Libertarian Press). Pp. vi + 174. $1.50, paper; 
$3.00, cloth. 


This is Mises for the masses in twelve easy lessons. The articles 
and addresses republished in this volume present Dr. Mises’ well- 
known views for the benefit of the layman, under such snappy titles 
as, ‘‘Stones into bread, the Keynesian miracle’’, ‘‘Laissez faire or 
dictatorship’’, ‘‘Benjamin M. Anderson challenges the philosophy of 
the pseudo-progressives’’, and so on. 

The thesis with which the reader is constantly hammered is by 
no means a new one. There are two kinds of socialism, and both of 
them are evil. Only the free market economy of private capitalism 
can bring salvation. All forms of intervention whether by government 
or by trade unions are inevitably disastrous. Say’s law is proven and 
irrefutable. Unemployment is not intrinsic to capitalism, but results 
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either from excessively high wage rates or from government ‘‘inter- 
ference’’ with the money and credit system. Prosperity and political 
freedom can come only from ‘‘economic freedom’’. 

Underlying much of his argument is the assumption of an abso- 
lutely rigid equilibrium level of wages. Wages can be increased only 
by an increase in savings or an improvement of productivity. Any 
form of re-distribution of income in favour of wage-earners will be 
self-defeating and probably disastrous. Hence he argues in ‘‘ Economic 
Aspects of the Pension Problem’’ that the incidence of any pension 
to workers will be entirely on the workers themselves. . . . ‘‘The 
incidence of all alleged ‘social gains’ falls upon the wage-earner.’’ 
(p. 84). ‘‘The pension claims they acquire restrict the amount of 
wages they could get without calling up the spectre of unemployment.’’ 
(p. 85). But although he insists rigidly on the inability of such 
schemes to raise wages, he is quite happy to conclude that they may 
reduce them. He goes on to argue that inflation may result in the 
pension payments actually received in the future being reduced in 
purchasing power to ‘‘a mere sham’’. (p. 88f). 

In Dr. Mises’ conception there is no such thing as a problem in 
economics. All the answers were discovered long ago, particularly 
by Smith, Say and the Austrians. There exist only Truth as pro- 
pounded by Mises, and Error as propounded by all who differ from 
him. This outlook leads not only to a rather irritating taking to 
himself of divine attributes, but also to a hostile and denigrating 
attitude to his fellow economists. 

‘Among the men who occupied chairs of economics in the last 
few decades, there have been only a few genuine economists.’’ (p. 56). 
The true economists (of Mises’ ilk) face a deep laid conspiracy to 
exclude them from the universities. ‘‘The Marxians, Keynesians, 
Veblenians and other ‘progressives’ know very well that their doc- 
trines can not stand any critical analysis. They are fully aware of 
the fact that one representative of sound economics in their depart- 
ment would nullify all their teachings. This is why they are so 
anxious to bar every ‘orthodox’ from access to the strongholds of their 
‘un-orthodoxy’.’’ (p. 161f). 

Keynes is without originality (p. 69). ‘‘ All he did was to revive 
the self-contradicting dogmas of the various sects of inflationism. He 
did not add anything to the empty presumptions of his predecessors, 
from the Birmingham School of Little Shilling Men down to Silvio 
Gesell. He merely translated their sophisms—a hundred times refuted 
—into the questionable language of mathematical economies.’’ (p. 
70). He was made famous by the ‘‘ propaganda machine of the Ger- 
man nationalists.’’ (p. 51). 
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Again: ‘‘Professor Harris thus adopts the methods of the 
Marxians and the Nazis, who preferred to smear their critics and to 
question their motives instead of refuting their theses.’’ (p. 54). And 
this bit for Samuelson: ‘‘ After thus serving us a warmed over ver- 
sion of Mussolini’s giovanezza theme, he offers more of the outworn 
slogans of fascism ....’’ (p. 54). 

‘*It is hardly necessary to stress that this is all nonsense.’’ (p. 


48). F. M. DUNN. 


Productivity and Economic Progress. By Frederick C. Mills. National 
Bureau of Economic Research, Occasional Paper 38 (New York, 
1952). Pp. 36. $0.75. 


This brief paper is wholly concerned with the United States, 
and is a description of decade changes in real national product. 
Measurements are based upon $1929, and the main conclusions are 
these: 


(1) Decade gains in real national product were $148 to $235 
billions from 1900 to 1930 and were associated mainly and increasingly 
with rising productivity; in the thirties rising productivity was 
offset by unemployment, and the large gain, $650 billions, of the 
forties owed twice as much to increasing employment as to rising 
productivity. 

(2) Relative gains in productivity were greatest during the 
twenties, when scientific management, the assembly line type of mass 
production, and new types of power production were widely applied. 
This decade, too, saw the largest increase of capital formation; $75 
billion as against $45 billion in the forties. 


(3) Taking capital maintenance in its usual sense, and defining 
population maintenance as support of the population at the average 
standard of consumption for the previous decade, Mills finds that 
over the whole period, one-half of the margin above maintenance was 
used to increase consumption, and one-quarter each for capital for- 
mation and defence. Gains in consumption were greatest during the 
first, third, and fifth decades, in capital formation in the twenties, 
and in defence during the forties; there was virtually no progress 
during the thirties. 


(4) Apart from the thirties the United States economy ‘‘has 
delivered the goods’’. Real national product rose fivefold between 
1900 and 1950, productivity rose nearly three times, and most of the 
gain was used to improve consumption and increase leisure. 

There are three short technical notes as appendices. The first 
explains differences in Mills’ measure of gross national product from 
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those of Kuznets and the Department of Commerce. The second out- 
lines formation limitations of global measures of productivity, but 
makes no contribution to a solution of them. The third oulines a 
rather arbitrary method of measuring gains in real product from 
changes in labour input and productivity gains. 


C. G. F. SIMKIN. 


Price Indexes and Quality Changes. By Erland von Hofsten (Stock- 
holm: Bokforlaget Forum AB—London: Allen and Unwin, 
1952.) Pp. 136. 26/- stg. 


This is a theoretical and empirical treatment of one of the most 
troublesome of the many problems which beset the makers of prize 
index numbers. For each item in the regimen of a price index 
certain specifications must be set up. These specifications govern 
the selection of the particular articles whose prices are to be entered 
against the item under consideration. Within any particular speci- 
fication there are many articles of differing quality which meet the 
required specification. The fact that these different varieties of the 
same item themselves change from time to time is the problem of 
quality changes. New varieties may be produced, old ones may go 
out of production—sometimes the new and the oid are on the market 
simultaneously at least for a period; sometimes a new one replaces 
an old one and no choice of purchasing either one or the other is 
possible. 

Statisticians have, in general, handled this problem in one of 
two ways. The prices of the different varieties may be averaged and 
the average prices of the item in two periods may then be compared. 
This is the method of average prices and may easily result in the 
incorporation of quality changes into price movements. The alterna- 
tive method is that of splicing, whereby comparisons between two 
periods are made only in respect of those varieties which are common 
to both periods. This leads to obvious difficulties in the case where 
variety A, available in period I ceases to be available in period II, 
being replaced by variety B. On the other hand where variety A is 
available in period I and II and variety B in periods II and III, 
splicing can be performed and would appear to be legitimate when 
the relative prices of A and B in period II can be taken to reflect 
the consumers’ relative valuation of A and B—as would be the case, 
theoretically, if there were perfect competition on the buying side 
of the market. But as Mr. von Hofsten points out, for many manu- 
factured articles price changes may take place only when a new 
variety is introduced, the prices of individual varieties themselves 
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remaining stable. This introduces a spurious stability into the price 
index when splicing is used. 

After extensive investigation Mr. von Hofsten concludes that 
the best procedure is to allow the agents to select articles within the 
given specification and to average these prices. Every few years 
the specification should itself be checked and may have to be revised. 
If it is revised the new specification may be introduced into the 
index by splicing so long as the old and new specifications have been 
freely available in the market together for some time. But if this 
proviso does not hold, the prices of the new specification should be 
modified to eliminate any quality change, and the estimate of the 
quality change should be objective, that is based upon the function 
of the commodity. 

Mr. von Hofsten has included in his book several useful chapters 
on the economic theory of index numbers covering both indifference 
defined indexes and Divisia’s concept of an integral index. One 
cannot help feeling that whilst the theory illuminates the quality 
problem, it does little towards solving it. Nevertheless, the book 
as a whole should be of considerable interest to specialists in the index 


number field. 
P. H. KARMEL. 


The Economics of Sellers’ Competition. By Fritz Machlup. (Johns 
Hopkins Press, Baltimore, 1952.) Pp. xx + 582. $6.50. 

The Political Economy of Monopoly. By Fritz Machlup. (Johns 
Hopkins Press, Baltimore, 1952.) Pp. xvi + 544. $5.50. 


These two books are the fruits of Professor Machlup’s long 
labours in the fields of value theory and industrial organization. 
The reader is rewarded with both solid, clearly expressed theory and 
keen assessments of business practices and government policies. 
Machlup keeps ‘within the confines of literary economics,’ there beinz 
only one page of algebra throughout. The work is well organized, with 
the aid of Marshall-like ‘analytical tables of contents’, but biblio- 
graphies are lacking. 

The Economics of Sellers’ Competition is a ‘model analysis of 
sellers’ conduct’, assuming various degrees of competition, and with 
particular emphasis on the effects of entry. Part | is a discussion 
of model analysis and of empirical evidence on costs and prices. He 
argues for the validity and use of marginal analysis, concluding that 
the results of the Hall-Hitch inquiry ‘‘can be fully harmonized with 
marginal analysis.’’ (72) Chapter 4 marks the introduction of two 
basic concepts—subjectivity and pliopoly (or newcomers’ compe- 
tition). ‘‘The repeated reference to the seller’s ‘state of mind’ is 
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designed to emphasise the methodological individualism and subjecti- 
vism appropriate to most analysis of social conduct.’’ (87n) ‘‘. .. 
Easy entry is a probability concept, primarily in the mind of the out- 
side observer’’. (103). 

Part II deals with polypoly (many sellers). He declines to define 
the degree of competition in terms of the number of sellers, and ad- 
vances subjective criteria for defining market situations. Thus, ‘‘it 
is not the large number of sellers per se that is a criterion of polypoly: 
the criterion is a certain state of mind of sellers’’. (137). Again, in 
defining oligopoly, he writes, ‘‘Not objectively in numbers can we 
find the criterion for the distinction between polypoly and oligopoly, 
but rather in subjective attitudes . .. the criterion is whether the 
seller is or is not conscious of what his competitors might think or do 
in reaction’’. (351). Machlup also gives close attention to non-price 
competition, especially to product variation. 

Part III expounds the concept of pliopoly, and related to profits 
and rents, indivisibilities, and uncertainty. Part IV examines price 
and output determination in perfect and imperfect competition, with 
varying degrees of entry. Again, subjective marginalism is to the 
fore, especially in the analysis of the diverse price and profit calcu- 
lations of established producers, potential newcomers, and ‘objective’ 
economists. (278, 244). There is a very lucid analysis of perfect 
competition, and of the alleged wastes of newcomers’ competition. 
(327). 

Part V begins with an excellent chapter on the definition of 
oligopoly, based on Machlup’s subjective approach to the question 
of numbers. He stresses, too, the ‘split personality’ of the ent- 
repreneur, who may be, for example, oligopolistic in his attitude to 
investment desisions, and polypolistic in regard to price competition. 
After reviewing duopoly theory, Machlup devotes the rest of Part V 
to indeterminacy and collusion, including an excellent analysis of 
‘organized oligopoly’. He holds that collusion of some degree is 
almost universal in oligopoly—it is just a question of ‘how much’. 

Part VI applies the concept of pliopoly to oligopoly, and Part 
VII is a brief treatment of pure and imperfect monopoly. Once again, 
potential competition and a subjective approach to market situations 
are central to his argument. 

The volume certainly sustains the claim that it is ‘‘a solid foun- 
dation for analytical reasoning’’. The reviewer appreciates, in 
particular, Machlup’s analysis of pliopoly and of oligopoly, and the 
stress on subjective marginalism. It is a virtue, too, that only 10 per 
cent of the book is devoted to perfect competition. Others may, of 
course deplore the subjective approach or the dearth of mathematics. 
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The academic economist will find it easy reading, and will welcome 
a book which is so suited as a text for advanced under-graduates, 
and as a reference for graduate classes. 

The companion volume—The Political Economy of Monopoly— 
bears out the impression that Machlup is well-versed in the field of 
industrial organization. Here is a study of the monopoly problem 
in terms of the interaction of business, labour, and government. With 
a well-chosen balance of history and analysis, he treats with restrictive 
business practices, government restraints on and aids to monopoly, 
and trade union policies. His approach is that of ‘‘an oid-fashioned 
liberal who prefers to leave as much as possible to the anonymous 
decisions in competitive markets, and as little as possible to decisions 
by men in power’’. (464n). 

In Part I, he reviews aspects of monopoly power, e.g., large- 
scale production and product variation, which may make a degree 
of monopoly inevitable or desirable. He discusses the static problem 
of price and output determination, and also the dynamic problem of 
the relation between the restrictive effects of monopoly on invest- 
ment and the policy of full employment. 

At this point, the last chapter of the book is most relevant. It 
describes attempts to measure monopoly power on the basis of the 
two elements which have some' numerical content—the number and 
size of firms, and cost-price-profit data. There is an excellent critique 
of the work of Lerner and Kalecki, and of measures in terms of price 
flexibility or an ‘adjusted’ rate of profit. He concludes that one 
cannot have high hopes of any of these measures. 

The discussion of business practices in Part II is comprehensive, 
and is given under two heads—restrictive practices which relate to 
collusion, and those which have to do with merger. 

Part III provides a survey of U.S. monopoly laws and experience. 
It deals, too, with government aids to monopoly through tariff, tax 
and patent laws. Machlup concludes that ‘‘the net effect of the law 
is in favour of monopoly’’. (182). There has been partial success 
against collusion, especially since 1940; but, against mergers, there 
has been ‘‘dismal failure’’. (232). He strongly urges supplementary 
measures, as through patent and tax policy, but has no especially new 
solution to the problem of checking or reversing corporate concen- 
tration. 

As the author suspected, it is Part IV—‘‘Labour Policies’’— 
which is most controversial. Trade unions, he argues, have not in- 
creased real wages in the long period for labour as a whole: they have 
not re-distributed income in favour of wage earners: and wage rises 
are not generally taken out of profits, but are at the expense of 
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workers in poorly organized industries. Union attempts to squeeze 
profits may lead to ‘‘progressive paralysis of the economy’’ (401), 
distorting the allocation of resources, and checking increases in 
productivity and investment. Attempts to reconcile full employment 
and price stability, while unions have the right of collective bargain- 
ing, can lead only to inflation and subversion of the rule of law— 
unless the monopoly power of the unions is reduced by the abolition 
of collective bargaining. Machlup therefore recommends curtailment 
in the size and power of both corporations and trade unions, by a 
simultaneous attack. 

This is, indeed, the provocative section of the book. It could 
have been strengthened by reference to research on the stability of 
the wage share in value added by manufacturers, and the price 
policy of keeping the percentage gross profit margin stable. Part 
IV should have been related more closely to his analysis of price 
determination: for the act of pricing does much to fix the worker’s 
relative share in the product of industry. Reference to the common 
practice of pricing by adding a constant percentage to direct costs 
would have given strong support to his contentions that trade unions 
do not, in the long run, secure wage rises out of profits, and that 
collective bargaining in full employment has inflationery effects. 

One may regret, too, that the author should recognize perfect 
competition as an ‘‘ideal standard of performance in judgements 
of welfare economics and in the evaluation of economic policy’’, 
(18) and yet fail to state the limits to the usefulness of the model. It 
provides no standard in regard to product variation, progressiveness, 
or conservation of resources, which are three important aspects of the 
impact of monopoly on the economy. Especially for the student, for 
whom these books are primarily designed, explicit reference should 
have been made to these limitations. It is surprising, too, that in 
what sets out to be a comprehensive work, there is no discussion of 
the concept of ‘workable competition’ a more realistic basis for 
monopoly policy than the model of perfect competition. The student 
should be given some assessment of, or at least reference to, this 
attempt at a framework of judgement regarding market structures 
and business performance. The same criticism applies to the omission 
of reference to the concept of ‘countervailing power’, embodying the 
process by which business, labour, agriculture, and consumer tend 
to build up positions of strength against each other by co-operation 
and by pressure on government. 

Machlup leaves the reader (at least, the foreigner) dubious of 
the usefulness of anti-trust laws, even with supporting tax and other 
policies. Nevertheless, this volume is especially welcome for its 
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detailed analysis of business practices, the assessment of U.S. experi- 
ence, and the discussion of measurement of monopoly power. And, 
one is sure to be stimulated by his arguments on the role of trade 
unions in a free enterprise economy. 


BRUCE M. CHEEK. 


Monopoly and Public Welfare. By H. R. Burrows et al. (University 
of Natal Press, 1952.) Pp. viii + 229. 16/- stg., cloth, 12/6 stg., 
paper. 

Two significant features of this book are that it is the product 
of team-work and that it has been written with a direct purpose of 
influencing political action. The Departments of the University of 
Natal, under the leadership of Professor Burrows, are becoming 
famous for the various publications of Natal Regional surveys, and 
this present volume is a further example of a comprehensive project, 
well planned and synthesised, that should strengthen their reputation. 

The object of the book, briefly, is to examine legislation aimed at 
regulating monopolies in South Africa, and to recommend amend- 
ments rendering such legislation scientific and more effective. It 
might be thought that such a work would be too specific in its 
application to attract interest outside the Union, but the approach 
chosen makes it useful in far more than a purely local way. 

Part One consists of three chapters, purely historical in nature, 
outlining attitudes and experiences in various countries, particularly 
Britain, Germany, Canada, and the United States. Critical analysis 
of legislation, particularly U.S. legislation, brings out such points 
as the difference between the meanings of ‘‘monopoly’’ to the econo- 
mist and the lawyer, the place of experts in regulation, and so on. 
While this is definitely written for the purpose of guidance of legis- 
lation in South Africa, it forms an outline, useful, if elementary, 
for any student in the field of monopoly practice. 

Part Two follows naturally from this, as an attempt to provide an 
adequate and comprehensive outline of economic theory appropriate 
to the project. It draws extensively, as it develops, from Chamberlin, 
Triffin, and Eiteman, leading to an application of the theory to 
concepts of welfare as a means of defining ‘‘the public good’’. There 
is obvious danger that so comprehensive a sweep in such a condensed 
form will tend to be superficial. The study has not altogether escaped 
this danger. Recent developments are brought into the net in ways 
not always revealing the acute controversy they have aroused. The 
bold cutting through all debate on welfare, for example, leads straight 
to a general attitude that monopoly is bad, from welfare points of 
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view in the main, to the extent that it does not push production to 
the technical optimum. The reviewer does not feel happy about so 
simple a solution. However, the analysis is of direct application to the 
policy recommendations later in the book; and apart from this it 
forms quite a useful introduction to monopoly theory for the general 
student. 

Part Three contains the prognosis appropriate, in the opinions 
of the writers, to the South African scene. It is naturally the section 
less likely to appeal to general readers outside the Union, but for 
the purpose it aims to serve it is detailed and logical. It is con- 
ceivable that the first two parts of the book could be similarly used as 
background for a constructive criticism of monopoly regulation in 
other countries. 

The compilers of the work have created a picture of a University 
Department planning and carrying out a concerted attack upon a 
social problem of its own particular community; but they have, 
further, produced a book that for the most part contains material 
simply and clearly treated, that could be of use to the student of 
elementary social economics anywhere. 


W. T. DOWSETT. 


Monopoly and Social Control. By Henry A. Wells (Public Affairs 
Press, Washington, D.C., 1952.) Pp. ix + 158. $3.25. 


This is a book for the ‘‘intelligent layman’’. It has an historical- 
eum-philosophical orientation which is essentially eclectic. In the 
matter of 158 pages the author takes us from Plato to Marx, from 
Schopenhauer’s four forms of the Principle of Sufficient Reason to 
Kinstein’s views on causality. He also treats of Monopoly and Social 
Control. 

It is difficult to see much in this book to interest the professional 
economist qua economist. There is nothing here of the theoretical 
puzzles of monopoly, neither of the ‘‘welfare’’ variety in the Pigou- 
Lerner tradition nor from the dynamic standpoint of Hansen, 
Sweezy, Schumpeter, Domar and others. In fact, if we except 
Maurice Dobb (on Soviet economies), the author makes no reference 
to any theoretical economist with whose work the reviewer is familiar, 
although here and there a lance is broken with an anonymous group 
made up of ‘‘many, if not most of our oustanding economists.’’ (p. 
154). 

The whole argument of the book proceeds from the self-evident 
premise that monopoly is the mortal sin of capitalism. It follows 
immediately that: 
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‘‘competition = enlightened individualism = pro-social = 
American Way of Life. 


monopoly capitalism —= rugged individualism = anti-social = 
un-American’’. 


The remaining discussion of monopoly is mostly devoted to showing 
just how far the Beauty Rose has withered. This is done competently 
and at some length, mainly with data from the T.N.E.C. Reports and 
from legal sources, with which most economists will be familiar. 

Incidentally, the author’s emphasis on congressional and legal 
material is the clue to his basic position. Monopoly is not funda- 
mentally an economic problem; it is a political and administrative 
problem. In effect, monopolists are like gangsters—they rob the 
community. The problem is how to restrain them or, more funda- 
mentally, how to prevent their genesis. This analogy with gangsterism 
is impressed upon the reader of Mr. Wells’ book. That this attitude 
to monopoly is a common strand in American thought is exampled 
by the fact that Estes Kefauver, a recent aspirant for the Presidency, 
who, it will be recalled, rose to public prominence as leader of the 
televised exposé of gangsterdom, is also, I learn from Mr. Wells, in 
the vanguard of the trust-busters. 

Mr. Wells is not very specific about the methods by which 
his ends may be achieved. But it does seem that the first step is to 
apprise the people—workers, farmers and small business men—of 
the menace of monopoly. Hence such a book as this. Once the people 
have been duly persuaded and have expressed their conviction at the 
ballot-box, the rest, it is to be presumed, may be left to the Federal 
Trade Commission and the Anti-Trust Division of the U.S. Depart- 
ment of Justice. This prescription, incidentally, from an author 
who has written a workmanlike chapter on Utopianism. (Although 
surely Robert Owen’s organization was not called the Grand National 
Consolidated Traders’ Union!) 

The reviewer is conscious that the above comments are almost 
wholly critical; but a book described in the Introduction by Wendell 
Berge as ‘‘the most illuminating document written in our time’’ 
should be proof against the few, if sustained, words of criticism 
possible here. Rather it is a pity that space does not permit of a 
more detailed critique, because the outlook of Mr. Wells is shared 
by very many people in the United States, including many of the 
most liberal and enlightened spirits of that country. This in itself 
makes the subject one of first importance. On the other hand, when all 
the criticisms on the grounds of unreality have been made against 
this approach, these remain as nothing compared with the unreality 
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of those who, while espousing the democratic proeess, are complacent 
about the tremendous growth of private power which daily becomes 
more concentrated. 

RON HIESER. 


Utility and All That and Other Essays. By D. H. Robertson. (Allen 
& Unwin, London, 1952.) Pp. 207. 18/- stg. 


This volume makes a fine bedside companion. There’s something 
in it to meet all reading-economics-in-bed moods—short essays and 
long essays ; easy ones and difficult ones, but even these will not induce 
stealthy slumber, so cunningly contrived is the argument and so 
delightfully deceptive the easy-going style. The book is a collection 
of sixteen essays, none of which is more than seven years old, most 
are considerably younger; and all of them have been published 
before, though some in places where economists who ‘stick to their 
last’ do not normally look for material and spiritual nourishment. 

The essays are arranged in four groups. The first is concerned 
with some of the broader questions of scope and method and is a 
commentary on contemporary economic theory. The second deals with 
interest theory and investment policy ; the third with current economic 
problems and policies; and the fourth with monetary and banking 
matters. All sixteen essays are well worth reading by those who 
have ‘‘fallen into abysmal arrears of reading’’—and will bear reading 
again by those who have managed to avoid this plight—for here is 
much wisdom in things practical and penetrating insight into things 
theoretical. But some essays are oustanding, though not necessarily 
better than the others, being of a more ambitious and more elaborate 
nature. 

‘*Utility and All That’’—the first essay in the collection—is 
concerned with economic welfare (‘‘ecfare’’ as it is conveniently 
christened, though this contraction is likely to cause confusion be- 
tween ‘‘economie welfare’’ and ‘‘economic illfare’’ which is so widely 
practiced in most countries). The essay starts with a discussion of 
the Pigovian tradition in Cambridge, and proceeds through the vari- 
ous revolutions of Hicks-Allen, Samuelson, Little and all that. Little 
is commended for asserting that inter-personal comparisons of utility 
are possible—and Professor Robbins has returned to the fray in 
Economica! But this is still one of those unsettled questions. 

Other essays in the first group are ‘‘The Economie Outlook’’ and 


. “On Sticking to One’s Last’’ both of which have been published in 


1. Robbins, “Robertson on Utility and Scope”. Economica, N.S. Volume XX, No. 78 
(May, 1953). 
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the Economic Journal. Also included here is Sir Dennis Robertson’s 
longish review of the American Economic Association’s first Survey 
of Contemporary Economics which touches modern economic theory 
in some of its softest and most ticklish spots. 

Another outstanding essay is ‘‘Some Notes on the Theory of 
Interest’’—originally published in Money, Trade and Economic 
Growth, a collection of essays in honour of Professor J. H. Williams 
—in which we have Professor Robertson’s latest thoughts on the 
synthesis of the ‘old’ and ‘new’ theories of interest, the problem of 
fitting productivity and thrift into the picture. This essay is admirably 
supported by ‘‘What has Happened to the Rate of Interest?’’ and 
‘*British National Investment Policy’’, and altogether this trio on 
interest and investment string together very satisfactorily. 

The third group consists of six essays on problems of exports, 
collapse, recovery and the like. But while each of these is a little 
gem, as a group they make light reading on serious subjects. This 
sextet is completed by an excellent short essay on the meaning and 
pure theory of ‘‘The Terms of Trade’’. The final group includes 
Robertson’s review notices of W. W. Rostow’s British Economy of 
the Nineteenth Century and L. W. Mints’ Monetary Policy for a 
Competitive Society, and a paper entitled ‘‘Is there a Future for 
Banking ?’’. 

There is an Index of Persons, but I wonder how Tinbergen and 
Tsiang feel about appearing in the T’s with Tweedledum and Tweedle- 
dee! 

G. A. J. SIMPSON-LEE. 


Economic Essays. By R. F. Harrod. (MacMillan & Co. Ltd., 1952.) 
Pp. xiii + 301. 18/- stg. 


This volume is a collection of essays, some reprinted and others 
new, penned by Mr. Harrod over a period of 25 years. However, 
Mr. Harrod claims that he has not included any papers that, in his 
opinion, are not still relevant to economic science. 

He has divided the contents into four sections. The first section 
deals with man-power and contains two essays; one tackling ‘‘The 
Population Problem’’, and the other dealing with ‘‘Equal Pay for 
Men and Women’’. Both essays were originally submissions to Royal 
Commissions. 

Of the eight essays in the second section relating to imperfect 
competition theory, six are reprints of articles from the Economic 
Journal, Quarterly Journal of Economics and Oxford Economic 
Papers. These include: the essay ‘‘Notes on Supply’’, (which was 
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originally rejected by Keynes, but later published) in which he 
derives ‘‘the increment of aggregate demand curve’’, later to he 
known as the marginal revenue curve; the essay ‘‘The Law of De- 
creasing Costs’’, being Mr. Harrod’s main contribution to the cost 
controversy, and which foreshadowed certain aspects of doctrines 
subsequently developed by Professor Chamberlin and Mrs. Robinson; 
and essays which appeared after the publication of the doctrines of 
imperfect and monopolistic competition. These include ‘‘The Equilib- 
rium of Duopoly’’, incorporating the marginal revenue technique, 
and ‘‘Doctrines of Imperfect Competition’’, which, Mr. Harrod 
claims, gives a fair summary of what was the accepted doctrine for 
some years.* The two previously unpublished essays in this section 
are, ‘‘Theory of Imperfect Competition Revised’’, and ‘‘Theory of 
Profit’’. The former takes account of the developments resulting from 
the findings of the Oxford Inquiry and of Mr. Andrews, but proceeds 
by means of deductive argument and consequently leaves a gap 


between the inductive generalizations of Mr. Andrews and Mr. 


Harrod’s own deductive generalizations. Mr. Harrod maintains that 
it should be the endeavour of theorists and empiricists alike to close 
such gaps, even though the theorist continues to veto assumptions that 
seem in conflict with wider economic principles, and the empiricist 
refuses to allow the validity of generalizations that appear to be in 
conflict with observed behaviour. The latter essay is concerned with 
the relation of profit theory under imperfect competition to the general 
theory of profit. Mr. Harrod proceeds along the lines of Professor 
Knight’s classic analysis, and argues that monopolistic profit is not 
an additional profit, but part ‘‘. . . . of the global profit in the 
economy that tends to secure an equilibrium between the demand 
and supply of uncertainty-bearing.’’ 

The third section contains four essays, three being reprints 
(including ‘‘Keynes and Traditional Theory’’, and ‘‘An Essay in 
Dynamic Theory’’) of earlier articles. The theme running through 
this section is the consideration of macro-economic variables from the 
viewpoint of formulating a systematic theory of the laws of economic 
growth. The final essay in this section, ‘‘Supplement on Dynamic 
Theory’’, incorporates and expands much of the material that appeared 
in his article, ‘‘Notes on Trade Cycle Theory’’, Economic Journal, 
June 1951. He makes more precise his explanation of the way in 
which the acceleration principle is incorporated in his own model, 
and points out (a) that ‘‘.... it is the non-fulfilment of the prin- 
ciple ex-post that provides the driving force making activity move 
upwards or downwards’’, and (b) that ‘‘. ... except on the warranted 
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line of advance, justified investment, ex-ante investment and ex-post 
investment will, all three, have different values’’; he discusses more 
fully and varies slightly his treatment of capital in relation to the 
model by drawing a distinction between fixed and circulating capital, 
and then investigating how each will be affected once output departs 
from the warranted line of advance; he provides a brief discussion of 
some aspects of Hicksian theory, and an expanded discussion of the 
type of entrepreneurial behaviour implied by his theory of induced 
investment; and he concludes the essay by staking a claim for the 
wide generality and deductive status of his basic principle, proceeding, 
then, to investigate the ‘‘interesting further results’’ that can be 
obtained. . 

One essay only appears in the fourth section of the book—an 
excursion into political science provoked by Professor von Hayek’s 
views on individualism. 

Part of the interest aroused by the book will undoubtedly be an 
historical interest, for the two main sections indicate some of the 
historical development of Mr. Harrod’s own ideas in relation to two 
important fields of theory. Furthermore some of the essays reveal 
clearly some of the ethical values which Mr. Harrod holds, and this 
revelation is an interesting sidelight on his viewpoint. However, 
it can hardly provide even a sidelight on the views of his generation, 
for ‘the moralizing imp’ which Mr. Harrod cannot suppress despite 
his extremely rigorous thinking on strictly theoretical subjects, is a 
‘queer’ imp pertaining only to an individual. 

The book must be considered a valuable addition to any library, 
especially for those interested in value theory or in the theory of 
economic growth—and Mr. Harrod is an innovator of theoretical 
techniques in both these fields—for the book contains much of Mr. 
Harrod’s best work. 

H. R. HUDSON. 


Fundamentals of Economics. Second edition (Revised). By J. K. 
Mehta, S. K. Rudra, C. D. Thompson, and others. (Potishala 
Ltd., Allahabad.) Pp. 840. Rupees 12/8/-. 


‘‘This book has been written not with the intention to add yet 
one more text-book to the ones already available in the market for 
the further bewilderment of the harassed student of economics. In 
the writing of it the attempt has been made to present a study of 
Economics with the Allahabad tradition embodied in it . .. The 
endeavour in the higher ranges of the discussion of the subject has 
been to submit it to mathematical treatment.’’ (Preface). 
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The reader of this massive tome might be pardoned if he thought 
there had been a mistake somewhere, and that the preface and title 
had been tacked on to the wrong book. The book is quite definitely an 
elementary text-book; there is perhaps even less of mathematics 
than one finds in the general run of such works; and if this is the 
‘‘Allahabad tradition’’, it would be better if it were not. 

The work is written by seventeen different authors. It covers 
value, distribution, money, international trade, public finance, and 
the ‘‘conditions of economic progress.’’ In general it is taken with- 
out too much comprehension from the best English economists of 
some time ago, with, occasionally, a quite incongruous dose of 
Mahatma Gandhi thrown in as a seasoning. Listen to Hajela on the 
definition of economics, ‘‘we persuade ourselves to believe that 
Economies is a science which studies human behaviour as concerned 
with the making of choices in such a manner that the number of wants 
is kept down to a minimum and the maximum possible satisfaction is 
thus achieved for the human being in question.’’ (p. 13f). Dubey sees 
that wants are a stimulus to activities and the production of wealth, 
“But every increase in the unit of output is accompanied by an in- 
crease of so many wants at the same time. . . leaving a yet wider gap 
between the pain of wants and the possibility of its total removal.’’ 
(p. 58). ‘‘Most of the people lack will power and, therefore, they can- 
not control their wants voluntarily and they become miserable when 
the control of wants is forced upon them by inadequacy of resources.’’ 
(p. 59). 

Thompson believes that somewhere in a cupboard with the per- 
petual motion machine there exists ‘‘the perfect index of prices.”’ 
“This is one of the beauties of statistics, that the field is still wide 
open for an enterprising and enquiring mind, and the best way of 
measuring national progress may yet be discovered by some hard- 
working student, who does not even know much mathematics beyond 
arithmetic.’’ (p. 49). He also provides us with the entertaining 
spectacle of Senior’s abstinence theory, being ridiculed by, of all 
people, the long dead Voltaire (p. 413). Mehta tells us, ‘‘the function 
of an entrepreneur consists merely in putting oneself in an uncertain 
state of mind.’’ (p. 490). Mehta, again, ‘‘The land that is far off from 
the market for the produce will receive the same rent in kind but its 
money value would be less.’’ (p. 456). 

And so it goes on. Of course these are specially picked out for 
the purpose of demonstration, but they are by no means the only 
members of their class. At best the book rises to the level of mediocrity. 
It is long, laboured, and unrewarding. 

F. M. DUNN. 
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Agricultural Labourers in Modern India and Pakistan. By S. J. ren 
Patel. (Current Book House, Bombay.) Pp. 153 + pp. 18, cos 
bibliography. (No price quoted.) 
Our author (at present with the staff of the United Nations at - 

New York) has prepared this study as a thesis for the degree of lh 

Ph.D. in Economies at the University of Pennsylvania. Though - 

printed and bound in India, the book is free from the many imper- 

fections that characterized so many earlier Indian books on economic 
subjects. 

The traditional self-sufficient pre-nineteenth century village- 
community of India was founded on an integrated unity of culti- Th 
vation and handicrafts and a distinct class of landless labourers 
earning their livings by working on the land of others was virtually 
non-existent. The Industrial Revolution had grave effects on village 
handicrafts. By 1891 landless agricultural labourers formed 13 per 


ind 


cent of the total agricultural population, and by 1931 38 per cent. os 
A further 33 per cent of the agricultural population to-day are either . 
day-to-day tenants of large landlords or proprietors of holdings so ian 
small that absolute starvation is staved off only by working under - 
serf-like conditions on lands owned by one of the comparatively few . “ 


large landowners. Such a dramatic social transformation is almost . 
without parallel in the long history of Indian rural society and P 


points to a disintegration of the traditional institutional framework 80 
of the country’s agrarian economy. The changes during the past . 
century have been brought about largely as a result of dispossession 
of former peasants when they have defaulted to moneylending land- “ 
lords, whose numbers have become progressively smaller and whose = 
landholdings per person have become progressively larger. “ 
Three-quarters of the landless labourers are under-employed and " 
the same is true of the many small landed-proprietors whose holdings , 
are too small to support the people living on them, in the absence of ie 
earnings from outside. The conclusion is forced on the reader that ‘“ 
past goverments of India have failed in various ways; e.g., by having a 
too narrow orders of reference for the very few Royal Commissions fr 
set up to deal with associated problems; by failing to reform the al 
land tenure; by failing to check mass exploitation of the poorer er 
classes by landowning usurers; etc., ete. (The situation of India to- te 
day is further regrettable in that four millennia ago the urban te 
economy of the country represented a standard of civilization 
surpassed in no more than two or three countries of the then known a 
world). It is idle to exhort the small farmer of India to improve | ¢ 


his methods of production when the conditions under which he lives 
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render the necessary capital accumulation impossible, except at the 
cost of lowering an already too low standard of living. 

To the best of the reviewer’s belief Dr. Patel’s work is the 
first systematic comprehensive treatment of Indian agrarian problems, 
It may be fairly described as an original and impartial contribution 
in this field. 

The one-page glossary of Indian terms is useful; an alphabetical 
index at the end would have improved the general appeal of the work. 


K. P. NEALE. 


The Trend of Government Activity in the United States since 1900, 
By Solomon Fabricant. (National Bureau of Economic Research, 
New York, 1952.) Pp. xix + 267. $4.00. 

This is a very useful, if restricted, survey of trends in the 
United States Government activity over the past half century. A 
hundred pages of statistical appendices are preceded by seven chapters 
outlining the main features of the measureable trends in terms of 
resources absorbed in the form of government employees, govern- 


. ment-owned capital goods, purchases from private industry, and in 


terms of the changing distribution of activities between different 
public instrumentalities, of changing productivity and output of 
government services. A concluding chapter contains a highly abbrevi- 
ated discussion of the factors affecting these trends. 

As a summary statement of the statistically measurable features 
of government activity, this volume provides a great deal of illumi- 
nating information, presented with Professor Fabricant’s customary 
skill. The real test arises, perhaps, in the concluding assessment of 
factors encouraging the great expansion of government activities 
since 1900. Unfortunately, Professor Fabricant has confined his 
discussion to suggestive relationships unsupported by much evidence 
of the way in which the factors listed actually influenced govern- 
ment activity. Some may not need extended justification—war and 
depression are crises typically encouraging growth of government 
functions. But others, on which Professor Fabricant places consider- 
able importance, such as population growth, rising real incomes, in- 
creasing technological knowledge may encourage the absolute impor- 
tance of government activity; their influence on its relative impor- 
tance is not, by any means, so clear. 

Indeed, Professor Fabricant regards the growth of government 
activity as essentially a concomitant of economic growth. This con- 
clusion flows rather uneasily from unproven relationships between 
government activity and population growth, technology and real 
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incomes. This may bolster the fallen spirits of the Democratic Party. 
But one suspects that more careful investigation into the detailed 
relationships might produce many qualifications of this rather simpli- 
fied proposition. Equally, surely, a book of the statistical calibre of 
this one merits a companion study examining these relationships. 


N. G. BUTLIN. 


Federal Grants and the Business Cycle. By James A. Maxwell. 
(National Bureau of Economic Research, New York, 1952.) 
Pp. 122. $2.00. 


Dr. Maxwell’s thesis is that a properly administered system of 
grants for social services and public works from the federal to the 
state and local governments is an important factor in smoothing out 
cyclical fluctuations. 

The role of the federal government is twofold. First, to make 
funds available to the state and local governments. These authorities 
contribute a substantial proportion of total government spending 
(particularly in building and construction), but their ability to 


spend varies directly with the level of economic activity. Second, to , , 


organize in conjunction with state and local governments a detailed 
plan covering a wide range of public works so that expenditure can 
be undertaken on these works with a minimum of delay. 

These arguments are, of course, widely appreciated to-day. Dr. 
Maxwell’s main contribution is to show with copious statistics the 
deficiences of the past in the United States, arising out of the in- 
ability of governments at the state and local level to maintain their 
volume of spending in depression, and the absence of careful plans 
for expenditure. The result has been a patchy and piecemeal system 
of federal grants straggling behind the downswing of economic 
activity. 

Dr. Maxwell is fully aware of many practical difficulties—gauging 
the extent and duration of the decline in private expenditure; the 
inflexibility of public works; the difficulties of reducing grants when 
circumstances have changed; and the problems of control, conditions 
and standards involved in making grants. But few would dispute 
the plea for preparedness in compensatory spending, particularly 
under the constitutional complications of a federal system. 

There appears to be an implicit suggestion in the. book that the 
only way of offsetting the inability of state and local governments 
to raise sufficient funds is for the federal government to make grants 
both for current and capital expenditure. It is, of course, not necessary 
and, in certain cases, it might be undesirable, that federal grants 
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should be used for the purpose of compensatory spending. The tight- 
ness of state and local government finance should in many cases be 
alleviated by loan funds, the supply of which should be assured by 
federal action. 

The book is heavy reading, not because it deals with a difficult 
subject but because the subject is not well presented. The text and 
tables seem to merge into each other in a confusing jumble in many 
places, adding considerably to the reader’s task of following the 
tightly packed material contained in the text. Many tables could 
have been put conveniently in an appendix, their substance being 
shown by simple charts wherever necessary. Another source of annoy- 
ance is the use of abbreviations (CWA, PWA, FERA, WPA and 
others) in the early part of the book, leaving the reader in doubt 
until he is three-quarters through the book as to the meaning of these 
mystical symbols. 

J. E. ISAAC. 


Financing Canadian Federation. By A. M. Moore and J. Harvey 
Perry. (Canadian Tax Foundation, Toronto, Ontario). Pp. iii 
+ 117. $1.00. 


This Brochure is authoritative because until recently Mr. J. 
Harvey Perry, one of the joint authors, occupied a senior position 
in the Dominion Department of Finance. It is unfortunate that no 
organization comparable to the Canadian Tax Foundation has yet 
been established in Australia to undertake a study of Federal and 
State taxation problems free from any possible suspicion that the 
views expressed are actuated by self-interested motives. 

The Brochure is in two parts: an Historical Survey of Dominion- 
Provincial financial relations from Confederation in 1867 to 1952 
when Ontario wrote a Uniform tax agreement, thus leaving Quebec 
as the only abstaining Province; and A Critical Examination of the 
existing relationships. It is useful to have set out clearly in one 
document the various proposals made by the Dominion for the pay- 
ment of subsidies, grants. and reimbursements. In this respect, 
students of the problems of federal finance will undoubtedly be 
impressed by the faculty that Canadians have developed for devising 
a series of subsidy components which when added give a desired total 
grant—for instance, the new 1952 tax option consisting of five per 
cent of personal income tax, plus eight and half per cent of the 
corporation tax plus average revenue from succession duties, plus 
statutory subsidies, multiplied by an escalator formula itself subject 
to options. 
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The most interesting feature of the ‘‘Critical Examination’’ is 
the deep-rooted objection expressed to a system of fiscal need grants, 
This objection is, of course, partly national in origin—‘‘Quebec’s 
desire to steer an independent course’’. It could be due to a failure 
to understand the principle underlying such grants, although this 
is unlikely when it is recalled that it was the Rowell-Sirois Commission 
that coined the very apt phrase, ‘‘National Adjustment Grants’’, 
It is undoubtedly in part due to a reluctance to take the major step 
involved in agreeing that, ‘‘income transference is an _ essential 
element in the federal fiscal process’’. In 1947, the then Minister of 
Finance claimed that existing tax reimbursements, ‘‘go very far to 
meet the test of fiscal need’’; but the authors state that ‘‘recent 
utterances of federal ministers indicate an active hostility to the 
idea’’. Perhaps this change of attitude only parallels the change 
that has occurred in the principles and methods followed by our own 
Grants Commission. Because of the conclusions reached, the dis- 
cussion of ‘this will-o’-the wisp of ‘fiscal need’ grants’’ is particu- 
larly interesting. 

Australian State Governments looking for new sources of income 
may be interested to find that liquor profits (alcoholic beverages con- 
trol) are the third most important source of Provincial revenue after 
Dominion subsidies and the gasoline taxes. 

K. J. BINNS. 


Federal Finance and Underdeveloped Economy. By Baljit Singh. 
(Hinds Kitabs Ltd., Bombay, 1952.) Pp. v + 176. Rs. 10/-. 


The first, relatively lengthy, chapter of this book seeks to explain 
why India is under-developed. Scarcity of resources, relative to 
population, is ruled out on the grounds that there are many resources 
employable but unemployed. The facts of the situation seem to be 
these: (a) The income elasticity of demand for the output of primary 
industry is much less than it is for the outputs of secondary and 
tertiary industry. (b) Whenever output as a whole expands, primary 
production always expands at a rate greater than that of secondary 
and tertiary production. 

The under-development is explained thus: Any steady growth re- 
quires secondary and tertiary production to expand faster than pri- 
mary production. Since they don’t, any expansion is soon stopped 
by a movement in the terms of trade against primary producers, 
who earn a very large proportion of the total national income. ‘‘ When 
the terms of trade move against the bulk of producers—a shortage of 
purchasing power in all markets is inevitable and the economy 
cannot escape a restrictionist effect’’. 
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This is quite feasible, but we do not get any very good explanation 
of why production moves in the way it has. Ex-post, it is possible 
that most changes in output have been caused by good or bad har- 
vests, ete. Hence the increase in primary production will always 
have been greater, proportionally, than the change in output as a 
whole. But this assumes under-development; it dosn’t explain it. 
A more satisfactory explanation probably lies in several factors: (a) 
eustom and higher rates of natural increase for rural populations 
combine to keep up the numbers engaged in primary production, (b) 
agriculture uses less capital per head than industry in India and this 
pushes people into agriculture when savings are so low. 

Dr. Singh probably gives insufficient attention to ‘‘The Mal- 
thusians’’. He discounts their arguments by pointing out that un- 
used resources exist and that some prosperous countries have both 
large and increasing populations. Using Colin Clark’s figures, the 
situation seems roughly to be this: Indians save 5 per cent to 6 per 
cent of their incomes. Population is rising at about 14 per cent per 
year. Since the capital co-efficient is about four, most capital form- 
ation is thus required merely to keep an increasing population at 
constant standards. The more prosperous countries have a higher 
savings ratio. Again, the more prosperous countries which have a 
similar rate of natural increase probably achieve it with lower birth 
rates and lower death rates. Improvements in standards might well 
lower death rates without, for a time, significantly affecting birth 
rates. In particular, Dr. Singh regards an increase in ‘‘communal 
spending’’ (including health servies) as desirable. 

Other serious problems are discussed. With such a large primary 
producing sector, there is a trade cycle based on crop yields as well 
as one generated endogenously, or transmitted from abroad. 

The country is extremely prone to inflation. With little equip- 
ment, most supply functions are highly inelastic. With a diverse and 
largely unorganised system of credit institutions, central bank policy 
can have little effect. Again, the tax structure is such that revenues 
cannot be expanded much. Hence as costs of administration rise, 
the government is unable to avoid a deficit. This leaves only the 
balance of payments to effect any correction. 

Other chapters discuss the role of public finance in improving 
matters and the complications caused by a federal structure. Fiscal 
policy must be directed towards securing growth rather than stability. 
This is not easy in an economy so prone to inflation. The main job 
for fiscal policy will be to supplement private savings with a certain 
volume of collective savings. This requires consumption to be de- 
pressed still further. This may need to be supplemented by more 
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direct intervention to shift men from agriculture, where their mar- 
ginal productivity is very low, into industries where their contribution 
will be greater. This may alleviate the decrease in consumption which 
would otherwise be necessary. 

These problems are all made more difficult by a federal structure 
in which fiscal authority is divided. Dr. Singh thinks that some 
centralisation of revenue raising is necessary. There will also need 
to be greater co-ordination of spending decisions, even if the executive 
agencies remain decentralized. This conclusion seems more than 
justified. Our federal structures were designed for a system in which 
governments had a much smaller role in economic affairs. Flexibility 
or reform is essential. 

This book, although short, is not a monograph. It touches on a 
wide variety of factors. Within this framework, a reviewer can only 
ask himself if most of the relevant factors are mentioned, if they 
are introduced satisfactorily and if attention to the various factors 
is appropriately weighted. The book does well in these tests. 

My discussion of ‘‘The Malthusians’’ should be viewed as a 
statement of possibilities rather than of a proven case. There is one 
slip. On page 2 the multiplier is said to be high when incomes are 
low because the average propensity to consume is high. 


A. 8. HOLMES. 


Happy Highways. By G. V. Portus. (Melbourne University Press, 

1953.) Pp. 294, illus. 30/-. 

After an interview expanding from the original fifteen minutes 
to nearly two hours, Bernard Shaw turned to his wife and remarked: 
‘‘Mr. Portus has been contradicting me’’. This New South Wales 
Rhodes scholar who found Shaw ‘‘kindly, provocative, interested in 
everything, a critic, a philosopher, and an imp’’ might in fact have 
been giving a thumb nail sketch of himself, omitting one vitally 
important facet of a rich character: interest in Rugby football. 

This is the story of the life of one man, ‘‘a very remarkable old 
fellow’’, G. V. Portus (nicknamed ‘Jerry’ by his fellow wharf- 
labourers), who subsequently became Professor of History and Politi- 
eal Science at the University of Adelaide. It is told with great 
sincerity and candour so far as he himself is concerned but pre- 
serves the privacy of his family. Here are vividly etched vignettes 
of the Hunter River Valley, of Sydney in the nineties, and of coal- 
mining at Cessnock, of the most democratic society in the world at 
Oxford; glimpses of England, the continent and America; of the 
changing skyline of Adelaide where the graceful church spires are 
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being replaced by the towering buildings erected by insurance com- 
panies: ‘‘the good folk of Adelaide had apparently turned to in- 
surance against fire in this world instead of the next’’. 

The facts are the least of the charms of this book. ‘‘ Wisdom is 
the principal thing, therefore get wisdom, and with all thy wisdom 
get understanding’’ says the author of the Book of Proverbs. This 
autobiography of G. V. Portus, tracing his mental and spiritual 
growth, is a kind of pilgrim’s progress in search of wisdom; the 
‘“‘human-ness’’ of the man and his zest for living come through 
again and again. His decision to take Holy Orders was followed by 
his preference for a country parish instead of a temporary University 
chair in Economics. From Merriwa he went to Cessnock: here his 
interest centred largely in the social problems of a coal mining 
community. Never wholly happy in the church because of his ‘‘awk- 
ward, divided mind’’, he turned to the field of adult education ‘‘I 
had a gospel to preach. I had a pattern within which to work. I 
had a sustaining conviction that my work was vital to society’’. 

The greater part of his life has been bound up with adult 
education in some form or another: the Workers’ Educational Associ- 
ation, the teaching of economics and polities, literature and history 
at the Universities of Sydney and Adelaide, broadcasting with the 
A.B.C., organization of the Common Cause. His critical mind was 
concerned with the immediate problems of teaching, and as a brilliant 
teacher he acted as a constant gadfly to students of all ages, stimu- 
lating them to an examination of basic assumptions, and to a testing 
of Marxist and laissez faire economies and sociology. But his mind 
probed beyond the day-to-day problems of the class room to the ends 
of learning: the value of adult education, the need for greater 
integration and less specialization in University teaching, the role of 
the University college, the value of the tutorial system. Portus is no 
ivory tower scholar, limited by documents: he reflected upon the 
economic and social problems of Morpeth and Cessnock and used this 
experience to illuminate his pioneering work in the teaching of 
economics and economic history. His overseas experience inclined him 
to ‘a leftist liberal attitude in polities’’, a ‘‘tendency to modernism in 
my religious views’’ and ‘‘a predisposition towards internationalism’’. 
He was well equipped to handle the critics who regarded adult 
educators as ‘‘dangerous reds’’ or ‘‘capitalist hirelings’’. His deep 
internationalism led him to insist on teaching universal instead of 


| nationalist history at Adelaide and took him into the community to 


support the League of Nations and the United Nations: this has been 
one of his most important contributions to adult education in Aus- 


| tralia. Cecil Rhodes’s concept of social service had come to full 


E 
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fruition in a man whose study and life embraced the community 
rather than the monastic cell. 

His zest for living is reflected in ‘‘the disproportionate part of 
the book concerned with Rugby football.’’ It has been one of the 
major interests of his life and his selection for England in 1908 was 
one of his proudest moments. Active participation in Rugby football 
extended over almost fifty years: the University blue and inter- 
national who became an Australian selector was the coach of a 
‘‘kindergarten team’’ in Adelaide. The fellowship of the football 
field and the close contact it gave with students convinced him that 
‘‘men who have played games have, on the whole, better judgement 
and are apt to be less cranky than those who have not’’. 

This is a lively and fascinating autobiography, full of the anec- 
dotes for which he is famous, and imbued with his deep wisdom. To 
H.A.L. Fisher, his Oxford tutor, can be attributed much of the sim- 
plicity of his style; the witty turns of phrase and the pithy thumbnail 
sketches of people like Arnold Wood and Bernard Shaw, Henry Wal- 
lace and the Marquis of Lothian, H. B. Higgins and John Francis 
Stretch, are the product of the fertile brain of a wise and humane 
scholar who was also a great teacher. 

N. D. HARPER. 


The Cambridge Economic History, Vol. II. Edited by M. M. Postan 
and E. E. Rich. (C.U.P., 1952.) Pp. xvi + 604. 45/- stg. 


When the first volume of the Cambridge Economie History 
appeared one reviewer wrote that it ‘‘marked an epoch in the study 
of medieval economic history’’ in Great Britain. With the publication 
of the second volume the outlines of that epoch are now taking firmer 
shape. 

The work takes as its theme the development of trade and in- 
dustry in Europe during the Middle Ages. It consists of eight 
chapters, five of which are devoted to trade and industry and three 
to specific industries. The introductory chapter on trade and industry 
is written by Professor V. Gordon Childe and deals with Barbarian 
Europe till the Roman Era (pp. 1-32). Professor F. W. Walbank 
writes of trade and industry under the late Roman Empire in the West 
(pp. 33-65). Mr. S. Runciman accounts for its emergence in Byzan- 
tium, a subject which curiously enough has tended to disappear from 
discussion among economic historians. Two very long chapters are 
by Professor Postan (pp. 118-256) who takes Northern Europe as the 
area for study, and Professor R. Lopez, Associate Professor at Yale 
University, who deals with Southern Europe (pp. 257-354). The 
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three industries chosen for special examination are the woollen in- 
dustry by Miss Carus-Wilson (pp. 355-429) ; mining and metallurgy 
by Professor John Nef of Chicago University (pp. 430-493) and 
the stone building industry in Western Europe by Professor G. P. 
Jones (pp. 494-518). There is an excellent, although not exhaustive, 
bibliography and well produced maps and illustrations. 

There is little doubt that some aspects of the work may be 
adversely criticised. It is unbalanced and the volume really rests on 
the two lengthy chapters written by Professors Postan and Lopez. 
It does not contain the work of as great a variety of scholars as the 
first volume and thereby departs from the original ideas of the 
initiators of the whole scheme. Indeed it is substantially an Anglo- 
American product, with the weight heavily in favour of British 
scholarship. It may with some reason also be asked whether a chapter 
on trade in the Barbarian Epoch has a place in a work on Medieval 
Europe. 

Yet when all is said and done, two features stand out which out- 
weigh any criticism which may be raised. Many, indeed it would 
probably be correct to say all, weaknesses are well known to the 
editors. In a forthright preface the editors point to them with dis- 
arming honesty. In mitigation, they relate the incredible difficulties 
under which they had to labour before the volume was produced. 
The original editors died; one scholar commissioned to write some 
chapters was shot by Nazis; others died on active service; still others, 
in Europe, were cut off from all contact with the editors. Plans there- 
fore had to be recast and the choice made between present needs and 
future promise. The editors, without any shadow of doubt, have 
made the right choice and ought to be congratulated on producing the 
volume with all its limitations, and, in view of the circumstances, 
so soon after the first. 

Secondly, despite the weaknesses, there is no work which may 
be cited in comparison. It stands out as an account of the trade and 
industry in the Middle Ages. The brilliant quality of the chapters 
written by Professors Lopez and Postan and Miss Carus-Wilson 
will be obvious to all. It is perhaps a pity that Professor Postan 
failed to notice a lapse in style which made it appear as though a 
ransom had to be paid to the Muslims for Richard I (p. 163). But 
this is a very minor point which in no way detracts from the scholar- 
ship and argument and can be easily met in a future edition. As for 
the other writers, their standards are so high that the volume as a 
whole will not be superseded for years to come. 

Every economic historian, no matter his specialism, will profit 
from reading this Cambridge product, if only to see how good 
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economic history can and ought to be written. Economists should 
not fight shy of it either. The highly complex pattern of medieval 
trade and industry, clearly demonstrated in this volume, will once and 
for all destroy any notion of a simplified medieval ‘‘natural economy’’, 
which occasionally appears as part of the mental equipment of 
economists. 

J. GINSWICK. 


El Sistema Econémico en las Misiones Jesuiticas. By Oreste Popescu, 
(Editorial ‘‘Pampa-Mar’’, Bahia Blanea, 1952.) Pp. 125; (no 
price given). 

This book is a study of the remarkable economic system intro- 
duced by the Jesuit Missionaries in the Jesuit Province of Paraguay 
(including the present republic of that name, but twice as large) 
in the beginning of the 17th century, to remain in force for more than 
a hundred and fifty years. It was a system of a paternalist character: 
what made it unique were the very high degree and the religious 
nature of paternalist direction of economic life. It has been the sub- 
ject of many previous publications, most of them in Spanish. 

The writer, professor in the Universidad Nacional de la Plata, 
gives a scholarly account of it on the basis of a small and outside 
Germany little known work by W. Sombart (the author of a colossal 
work on Capitalism): Die Ordnung des Wirtschaftslebens (Berlin 
1925). This is what may be called a characterology of economic life. 
According to Sombart, the character of a community’s economic life 
depends on the prevailing attitude of mind (traditionalism, ration- 
alism, ete.), on its ‘‘constitution’’ (aristocratic, democratic, centrally 
directed, free, etc.) and on the existing technique (stationary, 
revolutionary, etc.). The author seeks to determine which of the 
characteristics in Sombart’s list are shown by the economy established 
by the Jesuits, and the result is what seems to the reviewer a com- 
prehensive and interesting picture of it. 


C. WESTSTRATE. 


Civil Industry and Trade. By E. L. Hargreaves and M. M. Gowing. 
(H. M. Stationery Office and Longmans, Green & Co., 1952.) Pp. 
xii + 678. 37/6 stg. 


This is one of the earlier volumes to reach publication, under the 
editorship of Sir Keith Hancock, in the United Kingdom Civil Series 
of the History of the Second World War. It is concerned with part of 
that portion of the normal range of activities of the Board of Trade 
—the controlling of production and distribution of all consumer goods 
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except foodstuffs and many consumer services—for which the Board 
was left responsibility during the war. This field of controls was 
nevertheless very extensive and intricate. Mr. Hargreaves began the 
herculean task of its historical and analytical study as early as 1942, 
was aided by later collaboration of Miss M. Gollancz, Miss L. Brown 
and Mrs. Ogilvy-Webb, and enabled to bring the study to fruition 
with the special collaboration of Mrs. Gowing during 1949 and 1950. 

Professor Hancock has remarked that the wartime records of the 
Board of Trade are contained in twelve million files which occupy 
sixteen miles of shelf space! He pays tribute to the authors of this 
book for their employment of a scientific and practical method of 
drawing from this vast mass of paper. The evidence of care and 
judgement is seen in the 600-odd pages of the book. The reader would 
nevertheless be left with a feeling of detail-surfeit had the authors 
not provided their admirable conclusion and summing-up in the final 
chapter. 

The main theme of the volume centres on the question of the 
degree of success of government measures to release resources from 
civilian uses, so as to make them available for war purposes with the 
minimum of friction and of waste and disturbance to general economic 
stability. A secondary theme is the problem of securing and main- 
taining balance and equity within the contracted sphere of the 
civilian economy itself. The help given by appropriate financial and 
fiseal measures in shifting resources in a war economy is recognized 
but equally their inadequacy alone for the rapid specific trans- 
ferences required. The emphasis in the book is therefore upon the 
greater significance of direct physical controls. 

The techniques and general principles underlying these controls 
are described and examined. The classification of the underlying 
principles could perhaps have been made more explicit. On the one 
hand they are distinguished broadly as applying to production, 
supply and use or consumption. On the other they are classified 
according to the stage at which they operated (presumably as con- 
trol of supply )—to initial factors of production, such as raw materials, 
to intermediate products or to end-products. The historical develop- 
ment of these controls was from the distribution (marketing) stage 
backwards towards production and forwards towards consumption. 
Control of supply meant on the whole interference with the activities 
of the private entrepreneur rather than control of the processes of pro- 
duction under the policy of concentration of industry. Again, con- 
trol of supply was much simpler administratively than control of 
consumption through rationing in the face of unequal, irregular and 
variable wants. 
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The authors point to the impossibility of finding any statistical 
measure of the success of this apparatus of controls in achieving the 
objective of releasing resources from civilian uses. But they cite 
other statistical enquiries! to indicate the pressure exerted by the 
war effort upon the different parts of the U.K. civilian economy. 
The level of consumption in the U.K. had fallen by 20 per cent (more 
strictly, in real terms, by 16 per cent) by 1943 from the pre-war 
level, and by the end of the war was still appreciably below that level. 
In the U.S.A. and Canada consumption actually increased during the 
war. The authors do note make reference to Australia, but it is 
interesting to remember that in our own country personal consump- 
tion, in real terms, had fallen by about 13 per cent by 1943-44, with 
a recovery to about the pre-war level in 1945-46. In so far as a 
comparison can be made, it would appear that Australia, like the 
U.K., had less slack of productive capacity with which to cope with 
the extra demands of war and more difficulties with shipping than 
was the case with the United States and Canada. But for a genuine 
comparison of the part played by direct controls of civilian activities 
in the U.K. and Australia we still await a detailed study, on the 
lines of this exacting investigation, of our own country’s experiences 
during the war. 

F. R. E. MAULDON. 


A Short History of the International Economy 1850-1950. By William 
Ashworth (Longmans.) Pp. 256. 18/- stg. 


This is in a sense a pioneer study because, ‘‘an international 
treatment of economic and social history has not as yet been 
attempted to any great extent’’. It tells the story of the world 
economy as it came to be built through the medium of the railway, 
the steamship, the telegraph and cable, the aeroplane, the colonial 
system of the nineteenth century, the flow of peoples, the growth of 
firms and the institutions for financing international trade and 
investment. 

After an introductory description of the state of affairs in 
countries that were to become the chief components of the inter- 
national economy, there follow four chapters showing the movement 
towards it. They deal with the growth of production in industry and 
agriculture, business organization, problems of labour, the turn to 
laissez-faire and the reaction to State control. These chapters are 
perhaps the most interesting and useful parts of the book. Finally 
three chapters assess the extent to which an international system 


1. Cmd. 6784, The Economist, 13th April, 1946, and The Impact of the War on 
Civilian Consumption. 








1953 


was 

the | 
worl 
men’ 
arm: 
imm 
knov 


beca 
as @ 
stud 
that 
have 
dese 
It d 
wer 
or | 
ofte 
Fro 
To-c 
men 
well 
dest 
note 
mer 
acee 


Mo 


Mo 


tas’ 


the 


to 
has 





al 
he 


he 


re 
ar 
al. 
he 


p- 
th 


he 
th 
in 
ne 


he 
es 





1953 MOBILIZATION OF DOMESTIC CAPITAL 311 


was formed by 1914 and trace its disintegration under the impact of 
the Great Depression and the war which followed. The ills of the 
world are traced mainly to the break-down of international invest- 
ment and the growth, over the last 75 years, of the burden of 
armaments, which did not during peace, ‘‘swallow up all the 
immediate material benefits’’ of increased scientific and technical 
knowledge, but which by 1950 was threatening to do so. 

The author writes as the historian rather than the economist 
because he considers that ‘‘the interpretation of economic change 
as an appendage of business-cycle theory’’ has tended to hamper the 
study of economic history, ‘‘by the introduction of a methodology 
that is fundamentally alien to its nature’’. A short book could hardly 
have been comprehensive unless it limited its treatment mainly to a 
description of the elements and growth of the international system. 
It does make clear how this emerged and what its main problems 
were. Its purpose is to provide mainly for students in their second 
or later University years an introduction to a subject which they 
often find to be involved and confused because of its magnitude. 
From this point of view an ambitious task has been well fulfilled. 
To-day’s young undergraduates should welcome the compact arrange- 
ment of important material covering the events of their lifetime as 
well as the outline of what developed before two wars so largely 
destroyed it. The fairly detailed and very useful bibliographical 
notes show the way to further information and more elaborate treat- 
ments, and a detailed index concludes what should become a very 
acceptable text book, all of which was read with great interest. 


G. C. BILLING. 


Mobilization of Domestic Capital in Certain Countries of Asia and 
The Far East. (United Nations, New York, 1952.) Pp. xii + 239. 
11/- stg. 


Mobilization of Domestic Capital: Report and Documents of the 
First Working Party of Experts. (United Nations, New York, 
1953.) Pp. 206. 11/- stg. Available in Australia from H. A. 
Goddard Pty. Ltd., 255a George Street, Sydney, N.S.W. 


The big question confronting under-developed countries in their 
task of speeding up the pace of economic progress is how to increase 
the rate of capital accumulation. It is realized that there is a limit 
to which external capital can be relied upon to provide a sufficient 
basis for economic development. Therefore, the need to draw upon 
a higher rate of domestic savings becomes increasingly urgent. 
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What are the facilities for tapping the supply of domestic 
savings? To what extent can this supply be increased by changes in 
the institutional set-up? These questions depend on a complex of 
political, social and economic forces which vary in character from 
country to country. 

In 1949, the Secretariat of E.C.A.F.E. began to explore these 
important but uncharted fields. The results of this venture are con- 
tained in an interesting report on the problems of financing economic 
development. After a short discussion of the general background, 
the report deals in some detail with the banking system, the money 
market and various institutions connected with the mobilization of 
savings. The peculiarities and deficiencies of these channels for the 
flow of savings are examined and suggestions for improvements are 
made. A large part of the book is devoted to the study of the par- 
ticular financial problems of economic development in each of the 
following countries: Burma, Ceylon, India, Indonesia, Pakistan, the 
Philippines and Thailand. 

This report formed the necessary background material for the 
meeting of the First Working Party of Experts on the Mobilization 
of Domestic Capital at Bangkok in November, 1951. This Working 
Party concerned itself with three main problems—the impact of 
inflation on the mobilization of domestic capital; measures for in- 
creasing government bond sales; and measures for mobilizing savings 
particularly in rural areas. 

The recommendations of the Working Party on these subjects 
are contained in a report published in 1953. To a large extent, these 
recommendations are an endorsement of the many points raised in the 
original report of the E.C.A.F.E. Secretariat. If adopted by the 
countries concerned, these recommendations would constitute an im- 
portant step in the direction of building a secure institutional frame- 
work for economic development. 

A large part of this book is devoted to summaries of selected 
papers submitted by a number of economists and government agencies 
on the three topics mentioned above. 


J. E. ISAAC. 


Capital and Employment. By R. G. Hawtrey. 2nd edition, 1952 
(Longmans, Green & Co. Ltd.) Pp. viii + 3387. 40/- stg. 


The present book is a carefully revised and improved edition of 
the important work which Mr. Hawtrey published in 1937 under the 
same title. The chef d’oeuvre of the old edition was a sympathetic 
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yet critical appreciation of the work of Lord Keynes, that has long 
been recognized as a landmark in economic thought which no serious 
student of the Keynesian revolution can afford to pass by unnoticed. 
Although the chapter on the General Theory has now been largely 
re-written, Mr. Hawtrey has not found it necessary to alter sub- 
stantially the critical position which he earlier adopted. The same 
consistency of argument appears strikingly in the appraisal of Pro- 
fessor Pigou’s Theory of Unemployment, and of Professor Hayek’s 
Prices and Production, both of which have been revised and finalised 
after discussion with the authors. 

The critical examination of Mr. Harrod’s contribution to the 
theory of The Trade Cycle has been brought up-to-date and now also 
covers the recent lecture Towards a Dynamic Economics. Most inter- 
esting is Mr. Hawtrey’s conclusion that the case made against the 
sensitiveness of traders’ stocks to the short-term rate of interest is 
‘“‘very thin’’; and he is severely critical of the supposed empirical 
evidence. 

In the new concluding chapter Mr. Hawtrey shows once more 
his penetrating powers as a critic. He deals in detail with the 
Report on Measures for Full Employment (1949) presented by five 
experts to the United Nations, and concludes: ‘‘The Report may be 
regarded as a summing up of the position taken at the present time 
by the predominant section of economic opinion. It illustrates both 
the astonishing extent to which the former well established instru- 
ments of monetary policy have fallen into neglect, and the pitifully 
inadequate expedients to which policy is thereby reduced’’. 


H. BERNARDELLI. 


British Overseas Trade from 1700 to the 1930’s. By Werner Schlote. 
Translated by W. H. Chaloner and W. O. Henderson. (Basil 
Blackwell, Oxford, 1952.) Pp. xvi + 181. 22/6 stg. 


Ever since it was first published in German in 1938, Dr. Schlote’s 
book has been regarded as a work of high scholarship. Now for the 
first time it is available in English, thanks to the labours of the 
translators, Messrs. Chaloner and Henderson, of Manchester Uni- 
versity. The book is the first of a series of studies of the development 
of the British economy, undertaken during the 1930’s by one of the 
research departments of the Institute for the Study of World 
Keonomie Affairs at the University of Kiel. In their short intro- 


ductory note, the translators make it quite clear that they have been 
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concerned with accurate translation only, and do not offer a critical 
edition. They do however, include a short but useful list of books 
and articles which deal with some of the problems discussed by Dr. 
Schlote, and which have appeared since 1938. 

The work is divided into three parts. The first part is con- 
cerned with the statistical basis of the enquiry, and the methods of 
calculation used. No doubt the statistician will be able to question 
some of Dr. Schlote’s methods, but the chief value to the reviewer 
of this part is the object lesson it provides of the difficulties con- 
fronting the scholar who wishes to produce reliable statistics covering 
the last 200 years. Dr. Schlote had to contend with such diverse 
factors as the two fires at the British Customs House (1718 and 
1814) which destroyed records going back to 1694, and the incidence 
of smuggling—(he estimates that in 1783 the customs revenues 
yielded only half of what they should have produced!) Besides these 
of course was the usual hazard of such work, changes in the method 
of compilation and presentation of the statistics. 

The second part is concerned with analysis of the information 
collected. Thus it deals with such matters as periods of growth, 
prices of exports and imports in relation to growth of overseas trade, 
the relation between overseas trade, national income and industrial 
production, besides classification of imports and exports, by com- 
modity groups and by areas of origin and destination. 

This is the kernel of the book, and there is much here to interest 
not only the economic historian but also those concerned with problems 
of growth and development. Schlote’s investigations show vividly the 
effect of free trade on food imports following the tariff changes of 
1846 to 1860, and also the effect of the growing industrialization of 
Europe in the late nineteenth century on both British imports and 
exports. (e.g. Consumption goods amounted to nearly 90 per cent of 
exports in the 1820’s, yet were only 50-60 per cent in the 1930’s). 
There is a mine of information here, the major criticisms being that 
there is little attempt to synthesise the conclusions, and hardly a 
mention of the important part played by British capital movements. 
The time is ripe for a critical analysis of Dr. Schlote’s conclusions 
in the light of researches conducted since 1938; such an analysis 
might also illuminate further some of the long term forces behind 
Britain’s present balance of payment difficulties. 

The third section of the book consists of an appendix of 26 
tables. These, together with 43 tables in the text and 14 diagrams 
(which are too small) give a complete coverage of all the statistical 
material. The work as a whole is another example of our debt to 
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German scholarship,:and the translators are to be congratulated both 
on the choice of their material and on the excellence of their trans- 
lation. 


E. L. WHEELWRIGHT. 


Comparative Labour Movements, edited by Walter Galenson. (Pren- 
tice-Hall, New York, 1952.) Pp. 574. 


This is a useful symposium on the labour “movements of seven 
countries. As editor of the volume, Galenson does not make any 
extravagant claims as to the unity of theme. The essays are all 
competent and contain a proper mixture of description and analysis. 
Contents are: ‘‘Great Britain’’ (Allan Flanders), ‘‘Scandinavia’’ 
(W. Galenson), ‘‘Australia’’ (Kenneth F. Walker), ‘‘Germany’’ 
(Philip Taft), ‘‘France’’ (Val Lorwin), ‘‘Italy’’ (John Clarke 
Adams) and ‘‘Russia’’ (Isaac Deutscher). Deutscher’s chapter, 
though excellent as such, is a disappointment since it is merely an 
abridged version of his easily available Soviet Trade Unions. 

The best way to judge such a work is to read carefully the 
chapter on the country one knows least about and to see whether 
it does give a clear survey of the history and present situation of 
the labour movement. The chapter on Scandinavia did do precisely 
that, and it also provides some interesting speculation on the reasons 
why labour movements with a roughly similar social background 
may differ as to structure and tactics. In general, each chapter gives 
information on the history of unionism, union organization, relations 
of unions to political parties and present attitudes towards the state. 
Professor Walker’s treatment of Australia provides a very good and 
lucid sketch, and gives a clear picture of the position in regard to 
strikes and the structure of the unions—matters which are not 
easily available elsewhere. 

Reading through this volume, one is struck once more by the 
great difficulty of generalizing about the labour movement. It becomes 
clearer than ever that none of the existing over-all interpretations— 
and they are few and far between—can make any claims to be a 
general theory. While this work does not claim to provide the 
materials for any attempt to frame a theory of the labour movement, 
it will be very handy, apart from its value as a concise work of 
reference, for exposing the parochialism of existing generalizations. 

The book has somewhat skimpy bibliographies, and a fair index. 
Its value might have been enhanced if some attempt had been made 
by the editor to provide cross references in the chapters themselves. 


HENRY MAYER. 
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Wages and Salaries in the United Kingdom, 1920-1938. By Agatha 
L. Chapman, assisted by Rose Knight. (Cambridge University 
Press, 1953.) Pp. xiv + 254. 55/- stg. 


The aim of this study is to provide estimates of ‘‘ Wages and 
Salaries’’ in the United Kingdom from 1920 to 1938 on a basis com- 
parable with the official White Paper figures. 

The volume is one of a series on the national income and expendi- 
ture of the United Kingdom which will appear under the editorship 
of Mr. Richard Stone. The usefulness of national income aggregates 
has been limited by the absence of comparable series over a long 
period. The proposed volumes which are to be jointly sponsored by 
the National Institute of Economic and Social Research in London 
and the Department of Applied Economics in Cambridge, are designed 
to fill this gap. Two main objectives are listed. The first is to provide 
estimates of the principal components in the national accounts of the 
United Kingdom, for the decades prior to 1938 (mainly the inter- 
war period), in a manner similar to the official White Papers. The 
second object, which is best expressed in the words of Mr. Stone, is ‘‘to 
estimate the strength of the various influences entering into economic 
relationships with the aid of the estimates made of the economic 
variables and of such additional information as may be useful for 
the purpose.’’ The volume under review is concerned with the first 
of these objectives. 

In this volume the share of the national income received by 
employees in the form of wages, salaries and other types of labour 
income is sub-divided into payments to salary-earners and wage- 
earners, and according to the industry. In the light of the evidence 
the authors have doubts about the value of the former distinction. 
However, it was generally practicable to estimate the remuneration 
of salary-earners and wage-earners separately. The industry group- 
ing employed is based on the United Kingdom Standard Industrial 
Classification; and directors’ fees, which are not available on an 
industry basis, have been estimated by a sampling procedure. 

The reliability of the aggregates varies considerably from in- 
dustry to industry and, for this reason, the authors have made a 
quantitative attempt to summarise their impressions of the reliability 
of the estimates. Also, as a by-product of the earnings estimates, 
estimates of the numbers employed and of average earnings have 
been computed. 

Miss Chapman’s volume is a solid piece of fact-finding research. 
Together with other volumes in the series it will replace the earlier 
national income estimates for the United Kingdom by Bowley and 
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Colin Clark. Other volumes in this series which are nearing com- 
pletion are: The Measurement of Consumers’ Expenditure and Be- 
haviour in the United Kingdom, 1920-1938 (2 vols.) by R. Stone, D. 
A. Rowe and others; Consumers’ Expenditure in the United Kingdom, 
1900-1919 by A. R. Prest and A. A. Adams; and Income and Expendi- 
ture of Public Authorities in the United Kingdom, 1920-1938 by J. 


E. G. Utting and G. Eisner. 
N. RUNCIE. 


Studies in Income and Wealth Vol. XV. Conference on Research in 
Income and Wealth. (National Bureau of Economic Research, 
New York, 1952). Pp. x + 230. $3.50. 


Volume XV reverts to the general theme of Vol. XIJJ—income 
size distributions—and consists of eight papers along the same general 
lines as the ten papers in that volume. The emphasis, however, is 
more on what may broadly be described as the consumption function 
and less on various aspects of the actual measurement of size distri- 
bution. The information used in the volume is in terms of family 
income and all except the first two papers and Professor Kuznets’ 
concluding paper represent re-workings of information provided by 
budget surveys. 

Milton Friedman’s opening paper discusses some of the techniques 
for reducing family groups to equivalent units for expenditure pur- 
poses and draws attention to the problem that the equivalence scales 
differ for each type of expenditure. The second paper by George 
Garvy is a brief survey of some aspects of the causes and measure- 
ment of inequality of income and includes a useful section on the 
effects of part-time employment. He draws attention to the fact that 
the number of persons working at some time during the year may 
be as much as 20 per cent higher than the average number actually 
at work during the year. The significance of part-time occupation 
is often overlooked in comparing annual income distributions (e.g. 
from income tax data) with shorter term distributions (e.g. from 
budget surveys). A striking omission is his failure to refer to the 
effect of internal organization for large employers in imposing a 
pattern of income distribution because of the need to provide a scale 
of promotion. This pattern may well be based on experience or 
seniority rather than on ability, and be refiected throughout the 
community. 

Professor Kuznets concludes the volume with a reference to the 
discouragement which could arise from the variety of tasks still to be 
faced and the extent of our ignorance in this field. Those papers which 
have attempted to obtain results from the mass of unsuitable and 
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unreliable data which is available give point to his comment and it 
would seem that ‘‘there is a genuine question whether much progress 
is possible if our data continue to accumulate only in the form of 
short-term cross-section surveys dealing with a varying body of 
units’’. 

H. P. BROWN. 


Income and Wealth of the United States—Trends and. Structure. 
(Income and Wealth Series II). By Simon Kuznets and Ray- 
mond Goldsmith. (Bowes and Bowes, Cambridge, 1952). Pp. 
328. 35/- stg. 


Most of the recent studies in the field of income and wealth 
research have been concerned either to formulate basic concepts or 
to provide current estimates of national income as a guide to day-to- 
day decisions on economic policy. In 1950, however, the International 
Association for Research in Income and Wealth initiated a study of 
longer-term trends in the national income and wealth of a number 
of countries; and the two papers contained in this book represent 
the first fruits of the enquiry. 

In a short introduction Professor Kuznets has explained why 
long-term estimates of income and wealth are desirable. Empirical 
evidence is required to test the hypotheses of the theorists, who are 
once more beginning to interest themselvs in the subject of economic 
growth; and in addition the analysis of long-term changes provides 
a stimulus towards the solution of many conceptual problems that 
are ignored in short-term studies. Professor Kuznets’ paper on ‘‘ Long- 
term Changes in the National Income of the United States of 
America since 1870’’, comprises the bulk of the book. After estimat- 
ing the average rate of growth in gross national product, over the 
whole period, at 20 per cent per decade, Professor Kuznets relates 
changes in national product to changes in population, labour force 
and fixed capital. In analysing changes in the distribution of national 
product by industrial origin, Professor Kuznets makes use of an 
interesting statistical technique to distinguish between the effects (on 
productivity and the capital-product ratio) of shifts between in- 
dustries on the one hand and shifts within industrial groups on the 
other. The same procedure is used, in analysing the distribution of 
income according to size, to distinguish between the effects of changes 
in the distribution of income by type on the one hand and changes 
within the total of each type on the other. The remaining sections 
in the paper deal with the distribution of income by type of use, and 
with ‘‘flows across boundaries’’ (migration, capital movements and 
international trade). In an appendix Professor Kuznets makes a 
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critical examination of previous U.S. national income estimates for 
the period prior to 1870. 

Professor Kuznets’ paper will be welcomed as much for his 
interpretative remarks as for his comprehensive statistical tables 
(many of the latter bring up-to-date estimates contained in earlier 
publications of the National Bureau of Economic Research, particu- 
larly National Income and Its Composition and National Product 
since 1869. Some of the results may occasion surprise, e.g., the 
relatively small proportion of national income saved and invested 
over the whole period; the secular decline in the savings proportion; 
and the failure of combined service industries to increase significantly 
their share in national income, despite a marked decline in the share 
of agriculture and a substantial increase in the share of government. 

Dr. Goldsmith’s paper on ‘‘The Growth of Reproducible Wealth 
of the United States of America from 1805 to 1950’’ provides esti- 
mates of ‘reproducible tangible wealth’ at specified dates over the 
145 year period; calculates the rate of growth (which averages 2 
per cent per capita) ; and analyses changes in the structure of wealth 
during the period. Dr. Goldsmith’s paper is a valuable supplement 
to Professor Kuznets’ study; the two papers together should pro- 
vide a fruitful soure of reference to the historian, as well as to the 
economist requiring empirical evidence to test his theoretical hy- 
potheses. The value of the book will be further enhanced when com- 
parisons are possible with the estimates being prepared for other 
countries. 

R. L. MATHEWS. 


Costs in Alternative Locations; The Clothing Industry. By D. C. 
Hague and P. K. Newman. National Institute of Economie and 
Social Research. Occasional Papers XV. (Cambridge University 
Press, 1952.) Pp. vii + 73. 12/6 stg. 


This work lacks an adequate introduction and it was necessary 
to refer to other sources to understand the general background into 
which the research work of Messrs. Hague and Newman fits. In an 
attempt to remedy the local unemployment problem of the pre-war 
“‘depressed’’ areas the United Kingdom government passed the Dis- 
tribution of Industry Act 1945, whereby the former ‘‘depressed’’ 
areas became ‘‘development’’ areas whose industrial development 
was promoted by Government direction and assistance to private firms. 
The effect of location in the ‘‘development’’ areas of South Wales and 
North East England on the costs of textile firms is the problem to 
which these two economic research workers address themselves. 
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In chapter three it is shown that ‘‘the correct economic com- 
parison ... . is between the costs of the line of action to which one 
was constrained, and the costs of the line of action which would 
freely have been chosen in the absence of a location policy.’’ For 
the firms studied, this freely-chosen alternative would have been the 
establishment of a branch plant within a reasonably short distance 
of the main plants, which are in London, and so it is between a 
hypothetical London branch and an actual branch in a ‘‘development”’ 
area that costs are compared. It would not be legitimate to compare 
the costs of branches in the development areas with the costs of the 
main plants, since London branch plants (because of their size, 
different methods, ete.) would have had different costs to the main 
London plants. 

Of twenty-eight firms approached, twenty-five were co-operative, 
but only four were able to give information detailed enough for cost 
comparison. However ‘‘almost all of the (twenty-one) other firms 
studied admitted that, as far as could be discovered, their own cost 
experiences were very similar to those of the four firms,’’ and so the 
study may be a more satisfactory sample than appears at first sight. 

The detailed study of the four firms revealed that one had a cost 
advantage of 0.25 per cent, and the others cost disadvantages of 
0.5 per cent, 0.6 per cent and 3.0 per cent of turnover compared with 
the hypothetical London branches. The authors do not state what 
influence the State assistance had upon costs, but relatively abundant 
supply of reasonably cheap labour and the ability to introduce ‘‘line 
methods’’, (factors not due to State intervention), were the main 
basis for economies. 

This study affords no satisfactory basis for any generalizations 
on the issue of the wisdom of Government location policy, firstly 
because, as the authors admit, ‘‘few really accurate cost comparisons 
have been made’’ (despite which they give the cost differences to two 
decimal places), secondly, this industry is but one, and thirdly, this 
industry was particularly suited to location in the ‘‘development’”’ 
areas; these were the only major source of relatively cheap female 
labour, and location in the ‘‘raw’’ labour areas enabled the firms to 
introduce ‘‘line methods’’ opposed by workers in the established 
textile areas. 

The work contains a very good discussion of the economic charac- 
teristics of the clothing industry and some discussion (which could 
have been taken further) of the problem of worker resistance to 
changes of method in the industry. Within the limits of the infor- 
mation available the authors offer carefully reasoned answers to the 
clearly defined questions which they tackled. But as Professor G. C. 
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Allen states, in his introduction, perhaps its chief value lies in ‘‘the 
authors’ definition of their problem, in their method of inquiry, and 
in the analysis of the conceptual and statistical difficulties which 
are likely to confront investigators in the field of industrial policy’’. 


R. WALLACE. 


Conference on Research in Business Finance. (National Bureau of 
Economic Research, Inc., New York, 1952.) Pp. xviii + 340. 
$5.00. 


This volume contains nine of the papers, and comments on them, 
given at a conference of the Universities-National Bureau Committee 
for Economic Research in June, 1950. It is a survey of methods being 
used and recommended for use in exploring some of the aspects of 
business finance in the U.S. In few cases are conclusions presented, 
other than conclusions as to methods which might prove to be fruitful. 

The participants in the conference were drawn from the uni- 
versities, from banks and business firms and from governmental and 
other agencies, including the Department of Commerce, the Securities 
and Exchange Commission, the Federal Trade Commission, and the 
National Bureau of Economie Research. Students of the American 
money and capital markets are fortunate in having so many organi- 
zations interested in the financial operations of business firms. 

The first group of three papers deals with the analysis of the 
sources and uses of business funds on the basis of business balance 
sheets. This method of analysis will suggest the types of investment 
being made by particular firms, industries or for the whole popu- 
lation studied: but insofar as it ignores the greater part of the cash 
movements in the community—the income and operating expendi- 
tures of firms—it by-passes a significant determinant of investment 
policies. 

There are two papers on the problem of forecasting the capital 
required by business from the point of view of the makers of public 
policy, and two on the costs to business firms of debt and equity 
funds and the effect of the availability of funds on business invest- 
ment. 

The remaining two papers deal with the provision of funds 
from the viewpoints of management and investors. The first gives 
a classified list of fifty-six factors which, the authors aver, influence 
the type of financing adopted by business men. The problem appears 
to be so complex that one may wonder how rational decisions—or, in 
fact, any decision—can be made. It does not seem to be necessary to 
postulate that all, or a major part of the factors listed are taken into 


account by any business firm. In any given situation many of the 
F 7 
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factors are given, and only a small number of strategic factors enter 
directly into the considerations of the decision-makers. It appears 
to be more pertinent to ask how frequently each factor is a strategic 
factor, than to attempt to give an empirically determined weighting 
to them all. 

The second paper in this bracket deals with the problems of 
determining the factors which influence investors and the extent to 
which the choices available to business men are limited by the in- 
struments which investors prefer to hold. The author takes the view 
that the prevailing tendency for investors to prefer claims to equities 
is likely to lead to a debt structure which exposes the economy to 
severe strains in deflationary periods. But although this view is 
widely accepted and is plausible enough, in the following discussion 
it was pointed out that the relationship between debt and depression 
has not been empirically demonstrated. Throughout the book many 
hypotheses which are commonly taken as axioms are similarly 
challenged. 

Business finance is a much neglected study in Australia; there 
is searcely any published material on the subject and the number of 
persons working even at the descriptive level is small. This is 
disappointing, for understanding of the financial structure and 
financing habits of Australian business can only be promoted by 
intensive local studies. When these are undertaken, this volume will 
provide useful guidance both on the problems which are unresolved 
and on the methods by which they may be attacked. 


R. J. CHAMBERS. 


Studies in British Financial Policy, 1914-1925. By E. V. Morgan. 

(London, Maemillan, 1952.) Pp. xii + 388. 28/- stg. 

In this book Professor Morgan continues his study of British 
financial history that he began in The Theory and Practice of Central 
Banking, 1898-1913 (Cambridge, 1943). With the earlier works of 
W. R. Lawson (British War Finance) and A. W. Kirkaldy (British 
Finance during and after the War), the student is now well supplied 
with narrative, analysis, statistics, and opinion, of this short but 
vitally important period in British finance. The subjects covered 
in Professor Morgan’s latest volume are: the 1914 crisis, the growth 
and relaxation of war-time controls as they affected the financial 
system, government finance (both during and after the war), the 


relationship between the various financial institutions, and, finally, — 


the problems of international finance. As the title indicates, the 
book consists of separate studies rather than a complete financial 
history, but a certain unity is achieved by the chronological arrange- 
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ment of material in each section, and by an excellent final chapter 
which summarises Professor Morgan’s conclusions. 

One of the most interesting and original chapters is ‘The struc- 
ture of the national debt and the rate of interest’, in which Professor 
Morgan rewrites previous estimates of national debt holdings and 
concludes (Table 13, p. 136) that personal holdings were lower, and 
departmental holdings higher, than has been usually reckoned. In 
chapter IV Professor Morgan condemns the government for its 
policy both during and after the war: during the war fiscal policy 
was highly inflationary, taxation was without principles, and borrow- 
ing inefficient and full of future trouble; after the war the ‘veritable 
scramble to tear down the edifice of control’ and the large surpluses 
of 1921-22 did little to ward-off or alleviate the slump. Chapter [IX— 
‘The balance of payments and the foreign exchange’—carefully 
analyses the influence of the war in impairing London’s creditor 
position, although Professor Morgan claims that the sales of securities 
during the war have been exaggerated, and that there is little 
evidence that the return to gold had a depressing influence. ‘Only 
the difficulties of subsequent years were to reveal how great a change 
these things [the financial changes from the war] had made in the 
conditions necessary for the smooth working of the international 
gold standard.’ (p.380). 

The value of this already valuable contribution to the financial 
history of Britain is greatly increased by a large series of detailed 
statistics (55 tables, covering every quantitative aspect of finance) 


and 15 excellent charts. R. M. HARTWELL. 


The Principle and Problems of Inheritance Taxation. By R. N. 
Bhargava. (Banaras, Nand Kishore & Bros., 1952.) Pp. vii + 
195. Rs. 3/8/-. 

Since the end of the war, three attempts have been made to intro- 
duce a general estate duty in India. The bills of 1946 and 1948 both 
lapsed, the former following the grant of independence to the 
country, and the latter on the dissolution of the Parliament. The 
most recent measure, introduced in August, -1952, was still under 
consideration when this review was being written. 

Mr. Bhargava is in favour of death duties. His book consists, 
in the main, of a theoretical justification of this form of taxation, 
and a discussion of the manner in which it should be applied in his 
country. He holds the view that ‘‘taxes on inheritance are superior 
to an income-tax that brings in equivalent revenue since they are at 
best very loosely related to present effort’’ (p. 11). They have little 
effect on the aggregate accumulation of physical capital. They are 
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cc 


socially desirable because ‘‘an unfettered right of bequest will... 
lead to the growth of a parasitic rentier class’’ (p. 89). The Rignano 
plan and its subsequent variants are rejected as inequitable: the age 
of a fortune and the number of times it has changed hands are 
irrelevant in determining ability to pay; and moreover, if an estate 
has been built up from the fruits of inherited property, it will already 
have been levied for income tax at rates greater than those imposed 
on income from personal exertion. 

After examining the circumstances of India, the author con- 
cludes that a simple estate duty, on the lines of the United Kingdom 
levy, would be more appropriate than a succession duty. A fairly 
high exemption level would be needed initially, because of the virtual 
absence of state assistance for the dependents of deceased bread- 
winners, the social restrictions on the remarriage of widows and the 
employment of women, the need for private investment, and the 
likelihood of evasion. The Indian constitution places the power to 
levy estate and succession duties, on property other than agricultural 
land, exclusively in the hands of the central legislature, but requires 
that the proceeds shall be distributed among the States. Mr. Bhargava 
approves of this, because the States’ own revenues are insufficient 
to finance their necessary social and developmental expenditures. He 
does not think that a satisfactory mathematical formula can be de- 
vised to govern the distribution, and suggests that the subject should 
be examined by an expert committee, which should consider both the 
fiscal needs of the States and the contributions which their residents 
make to federal taxation. 

Much space is given to economic and social difficulties in inheri- 
tance taxation which are largely peculiar to India. The order of 
succession under the different religious laws is set out in five appen- 
dices. On the theoretical side, the book has little to offer to the 
initiate. It is marred by frequent misprints, and ,by the absence of 
an index and a bibliography. It should, nevertheless, be of consider- 
able value to those who seek a background of theoretical and practical 
knowledge against which to assess the merits of the proposal to intro- 
duce death duties in India. R. C. GATES. 


The British Economy 1945-50. Edited by G. D. N. Worswick and 
P. H. Ady. (Oxford Clarendon Press.) Pp. viii + 622. 56/9 
(Aust. ) 

This book contains 25 essays written by Mr. Worswick, Miss 

Ady and their Oxford colleagues in 1951 and early 1952. 

Books of this type consisting of contributions on the various 
segments of a general topic are usually open to criticism on the 
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grounds, that certain aspects are either omitted or not covered in 
sufficient detail, that there are inconsistencies in the views of the 
contributors, or that the inter-relationships between the various topics 
have caused omissions or repetitions. Although this book cannot be 
said to have avoided all these pitfalls the editors and contributors have 
done a remarkably fine job in minimizing them. The final result is 
probably superior to that which could have been produced by a 
much smaller group working together and has the additional advant- 
age of being published before our recollections of the events of the 
period are dulled by the passage of time. 

The book opens with a straightforward introductory survey of 
the British Economy in the first five post war years by Mr. Worswick, 
ably backed up by Mr. Seers on National Income, Production and 
Consumption. These two essays together with the next five describing 
various aspects of the structure and situation of the British Economy 
by the end of the war provide a useful basis and framework for the 
discussion of post war economic policies which follows. Here we have 
excellent contributions by Mr. Kennedy on Monetary Policy (pre- 
dominantly cheap money), Mr. Worswick on Direct Controls and 
Personal Income Policy, Margaret Hall on Monopoly Policy, a some- 
what critical Mr. Balogh on the International Aspect, and Mr. Sar- 
gent on Britain and the Sterling Area and Britain and Europe, just 
to mention a few. 

The oustanding contribution is that of Mr. Little on Fiscal 
Policy, in which he brings out clearly the economic incompatibility 
of the political objectives of full employment, the avoidance of in- 
flation, free collective bargaining by workers and the re-distribution 
of income and wealth. While Mr. Little stirs our sympathy for 
Chancellors of the Exchequer, I am afraid they will obtain cold 
comfort from his final words, ‘‘ But economic problems, being problems 
of choice, are, of course always insoluble’’. 

Taken as a whole the book does not pronounce judgement on 
the economic policies of the period but rather sets forth the facts in 
a manner which is both descriptive and analytical. As such it pro- 
vides an excellent text-book for a special course for advanced students, 
especially as it concludes with a comprehensive bibliography of the 
various topics considered. J. McB. GRANT. 


Atomic Power. By W. Isard and V. Whitney. (George Allen & 
Unwin Ltd., London, 1952.) Pp. vii + 235. 37/6 stg. 
According to the sub-titles the authors essay ‘An Economic and 

Social Analysis’ and ‘A study in Industrial Location and Regional 

Economie Development’. Actually they consider only some of the 





326 THE ECONOMIC RECORD NOV. 


factors which may influence the development of atomic stations 
generating electricity. The economic factors are given the greater 
emphasis and the arguments for the cultural resistances to atomic 
power lack a certain conviction. The union of economics and sociology 
does not appear to be an entirely happy one. The concept of economic 
cost might, for example, have been broadened to include the social 
cost (or benefit) which may result from the use of atomic power, such 
as the decrease in the importance of coal mining or even the familiar 
avoidance of the smoke nuisance from thermal stations. A consider- 
ation of social welfare would, undoubtedly increase the complexity 
of the analysis, but would integrate social considerations with 
economic ones in a manner more satisfactory than is achieved by the 
authors. Another criticism which can be made is that Isard and 
Whitney do not consider the possibility that governments may make 
power available as a by-product of the production of fissionable 
materials for war purposes. 

The technical background is first surveyed but this appears to 
have little connection with the rest of the book. Isard and Whitney 
then go on to consider the costs of electricity produced from nuclear 
reactors. They make informed guesses at the costs of installing and 
operating nuclear stations on the basis of the limited declassified 
material available. A comparison of the costs of electricity produced 
in this way with actual costs of power generated in thermal stations 
leads to the conclusion that, even under optimistic assumptions, 
atomic power will have difficulty in competing with electricity supplied 
by efficient steam stations. In order to spread the very large over- 
head expenses as much as possible, atomic stations should operate at 
as near full capacity as possible. This suggests that they might be 
used as the basis for a system using orthodox plants to handle 
marginal demands. 

Isard and Whitney next show that atomic -power is not likely 
to be of much importance in relocating industry. Interesting case 
studies of particular industries (iron and steel, cement, glass, alumin- 
ium) follow. In Part III the authors assess the impact of atomic 
power upon economic development and upon inter-regional differ- 
ences in levels of industrialization. They consider that, in under- 
developed countries, cultural resistances, absence of real demand 
for energy, shortage of capital and lack of skilled personnel will all 
tend to prevent the utilization of atomic power. The conclusion is 
that, if anything, atomic power, will tend to increase the gap between 
‘have’ and ‘have-not’ nations. The authors regard atomic power as 
only ‘‘a valuable increment to existing resources which may be 
expected to accelerate to some degree trends already in operation”’. 


S. W. ROWE. 
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The Dilemma of Our Times. By Harold J. Laski. (George Allen & 
Unwin Ltd.) Pp. 272. 18/-. 


‘‘Unrevised and to some extent shapeless’’, this, the last work of 
Harold Laski, was intended merely to add a chapter to his Faith, 
Reason and Civilisation, but grew into a book he never finished. 

He appraises the Soviet and Asian Revolutions against a global 
background of preparation for ‘‘defence-aggression’’. He distin- 
guishes ‘‘external’’ and ‘‘internal dynamiecs’’ (pp. 185-6). The hos- 
tility of the capitalist powers has combined with the suspicious fear 
of the communist leaders, drilled by a life-time of police persecution, 
to make industrialization harsher and more wasteful than it could 
have been. Though communism possesses the peculiar intolerance 
of an emergent religion, it does bring economic liberation, and Soviet 
‘“‘democracy’’ does not really need inverted commas. For Laski, the 
‘“‘eold-war’’ is the product of ‘‘external dynamics’’, not the inherent 
outcome of communist society, and no essential part of its mechanism 
of government—its ‘‘internal dynamics’’. 

For the West, he enunciates Fromn’s thesis: 


‘*But our civilisation has pushed him to a point where his 
search for the freedom that fulfils his nature is at war with the 
social and economic conditions by which he is compelled to sub- 
ordination, to lose hold of individuality, to be made to feel 
dependent, isolated, fearful, and thus to require some false 
mask under which to conceal the destruction of his integrity. 
One of these masks is subjection to false ideals which insist to 
him that the more he sacrifices himself the more fully he will be 
free .. . It is rare not to find it in the outcome of a tradition in 
decay, a privilege that is obsolete, a claim that is empty at the 
first dissection by hands which have either learned its sterility 
by experience, or approached it on their own terms without 
admitting the assumption by which, previously, it exacted sub- 
mission.’’ (pp. 83-4). 

But is this not true of every existing industrial society? There 
is, replies Laski, 


‘*. . an irrepressible anarchism in the Russian mind that 
we neglect at our peril. ... There is. . . a vision that it is 
difficult not to call messianic. Behind all the dogmas and the 
orthodoxies, there is an elasticity, a power of sweeping adjust- 
ment, a capacity to admit error, an experimental audacity, 
which have in them something that is essential to freedom. 
There is a conscious effort to make man the master of his fate, 
a deep respect for the cultural heritage, a recognition for the 
need of cultural diversity as the safeguard against the impli- 
cations of technological uniformity. We are witnessing the gigan- 
tic spectacle of a whole community plunged, as it were, into the 
mould of a new pattern whence it is to emerge having overcome 
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the vast contradiction which Dostoievsky’s Grand Inquisition 

affirmed between happiness and freedom.’’ (pp. 59-61). 

Will the Soviet succeed? He does not know. But the West 
suffers the conflict of productive capacity and distribution (p. 111); 
the Soviet’s ‘‘internal dynamies’’ are not thus fettered. 

The large topic is handled with passionate simplicity, and the 
result is no more interesting or authentic in itself than any other 
academic coffee talk. It is a book of hurried, unbalanced, repetitive, 
often dull argument, bolstered by Marxist cliché and Dostoievskyan 
psychology; and based, I think, on a fraudulent distinction (‘‘for 
the sake of clarity’’) of internal and external mechanisms; but per- 
haps it does have some curios of penetration that more careful 


analysis would miss. 
H. F. CRUISE. 


South African Institute of International Affairs: Africa South of the 
Sahara. (O.U.P.) Pp. xxiv + 286. 45/- Aust. 


The past exploitation of Africa has been by bodies of private 
capitalists with the official backing of governments. The present 
and future development shows the State as risk taker or guarantor 
with a concept of global strategy for world war three dominating all 
great plans. The refractory African problems, both physical and 
human, will determine the limits of these plans. 

This work, as the foreword of General de Guingand shows, is 
marked by this persistent contradiction—that development of Africa 
is impossible without the co-operation of the Africans and that the 
greater the success in this the more uncertain it becomes as a ‘‘link 
between the American continent and the Asian and Australasian 
components, of the Western bloc.’’ The contradictions show through 
continually. In this ‘‘most fertile ground for the spread of Com- 
munism ... suppression and segregation can be only short term 
answers ... but it is unreasonable to expect the European to accept 
a policy which may mean his submergence.’’ 

There it is, in the foreword. This ‘‘natural bastion’’ cannot be 
defended by the Africans. On p. 265 ‘‘only Europeans are eligible 
for defence service—the native corps performs non-combatant duties.”’ 
The more advanced in the industrial arts, the less reliable is the 
African in defence of his country from the enemies of his white 
masters. 

The chapter on Human Resources is marred by the use of vague 
abstractions like the ‘‘will to live’’ and ‘‘will to co-operate’”’ as if 


they were independent variables, but later comes round to the opinion 
that the ‘‘will to co-operate’’ is fundamentally determined by the 
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relationship between the need for his labour and his social obligations. 
For example, he will cultivate or defend if he is shown how and 
knows he is getting the benefit. The capacity to co-operate is highest 
in the Belgian Congo and elsewhere ‘‘wherever legal and con- 
ventional colour bars do not operate’’ (p. 59). 

It is easy to say that critics of African policy should first live 
in Africa, but scientists who accept ‘‘loss of will to live’’ as a factor 
determining death rates while they later give substantive details of 
venereal disease and tuberculosis are debarred from using that 
defence. 

The book surveys well the geographical resources in agricultural 
and mineral products with the recurring theme that private capital 
investment without heavy government commitments is impossible. 
Manufactures have expanded rapidly in the Union but the Vaal 
River water supply will be fully committed by 1975. The water 
power and coal are on the whole remote from mineral areas. Valuable 
minerals are being developed—but at the base of it all is the problem 
of high transport cost in a continent which has few natural harbours, 
few waterways and high construction and operating costs. 

If ‘‘the story of African development is dismal’’ this book shows 
that the most essential resource for future development, the strength 
and skill of its people, must be available cheaply if anything is to be 
made of the only worthwhile strategic materials. 

Development of Africa for the Africans is incompatible with the 
strategy of power politics. In the present attitude to colonial peoples, 
more ruthless and effective than that of old time mercantilism, the 
story of Africa’s future development promises to be even more dismal. 
The only hope for the African is that geographical surveys like this 
may convince those hoping to profit from it that the result of military 
development is likely to be disappointing at best. At worst it may 
merely hasten the coming of the very result it professes to fear. 


K. M. DALLAS. 


Indian Economic Policy. By Sohan Raj Mohnot. (Friends’ Book 
Depot, Allahabad, India, 1952.) Pp. ix + 224. Rs. 6 or 10/- stg. 


This book is a collection of commentaries on various reports by 
planning authorities in India and on certain specific aspects of the 
Indian economy. 

The first chapters describe India’s under-developed economy 
and its characteristic structural ‘‘un-balance’’, a tendency aggra- 
vated by World War II and Partition. Chapter III details the 
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activities of the Planning Commission established in 1950 to deter- 
mine the actual and potential capacity of India and to formulate 
a plan of ‘‘balanced utilization of resources’’ over the period 1951-56. 
Mohnot claims the Plan’s main weakness lies in its dependence on 
external capital sources such as the British Commonwealth (Colombo 
Plan), the World Bank and U.S.A. He fails to develop adequately 
the implications for India’s development of this dependence. He gives 
estimates of India’s capital needs (in Chapter X) but having admitted 
the difficulty of obtaining sufficient foreign capital he fails to follow 
out the only alternative. 

If India must do the saving required for her planned develop- 
ment (with only token help from the Commonwealth and U.S.A.) 
an alternative is to put to work on capital projects as many as possible 
of the ‘‘under-employed’’. These workers may have at best only 
picks and shovels, but they can create some capital (Adam Smith’s 
‘productive labour’’?), just as ancient Egypt built the pyramids 
and Red China is building roads, aerodromes, etc., in spite of the 
paucity of equipment available to them. This labour represents an 
otherwise idle resource and might as well be used on some types of 
capital works. 

The investment actually planned for India is considered by 
Mohnot unlikely to lead to any substantial increase in consumption 
output during the planning period. If employment of otherwise 
idle workers on capital projects succeeds in increasing their con- 
sumption per head a redistribution of consumption between industry 
groups will have been effected. As the Plan does not envisage physical 
compulsion to achieve results, the shift in the relative share of invest- 
ment in the national output will be accompanied by inflation. 

Mohnot believes open inflation will result from the State’s deficit 
financing of investment. This will be made necessary by the antici- 
pated shortage of foreign capital and the expected under-subscription 
of long-term government loans. The inflation forces the saving. 
Financial manipulation to achieve the planned investment is novel 
when applied to an under-developed economy where the Soviet 
experiments have accustomed us to more direct methods. Further, 
that Mohnot has been able to use a Keynesian outlay analysis in the 
Indian context is another indication of the general application of 
Keynesian economics. His adoption of this method merely reflects 
the dilemma India had to face between planning and the political 
power of established groups. 

Thus, he recognizes that the preservation of a predominantly 
private enterprise economy presents some political problems for the 
Planning Commission. The ability to expand investment by inflation 
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depends on the compatibility of the established vested economic and 
political interests with the Commission’s own priorities. That this 
is, in effect, substantial, emerges from the study. The object of the 
Plan is to co-operate as fully as possible with private enterprise. 
Private capital is to be encouraged either separately or in conjunction 
with state capital (viz., the role of public corporations in the Plan— 
Chapter V). In Chapters IV and X there are outlined measures, 
not yet introduced, which plan to enforce compulsory arbitration 
to meet industrial troubles inevitably arising as the trade unions 
gain strength in a developing industrial economy. 

It is in these sections on the political implications of economic 
planning that Mohnot’s book is most disappointing. While apparently 
aware of the problems, he makes no attempt to follow out the 
consequences for India, or to suggest solutions. No doubt, this is 
a result of his professed aim ‘‘to provoke thought on the very 
intricate and complex problem (of State planning) rather than 
to work out a solution to it’’. But the book is not provocative, and 
some policy prescriptions from Mr. Mohnot would have been more 
controversial than his commentaries. 

Other chapters of the book deal with some detailed problems 
of overall planning, e.g., India’s foreign trade position and her 


population problems. ’ 
R. W. STAVELEY. 


New Zealand—Economic Survey, 1953. (New Zealand House of Rep- 
resentatives B—5). Pp. 52. 


The Economie Survey 1953 is the third of a series presented to 
the New Zealand House of Representatives. Development in the 
next twenty years provides the theme about which various aspects of 
the economy are analysed. Unfortunately the short space available 
—forty pages—limits comment on certain items. 

A summary of existing international conditions is fairly well 
covered. It is difficult to appreciate, however, the difference between 
“the many problems of convertibility’’ and ‘‘other fundamental 
issues of sterling area policy’’; the latter includes inflation. The 
exposition is better sustained in the sections upon farm production, 
overseas trade, and the balance of payments. Emphasis is placed 
upon export prospects while import policy is only briefly mentioned. 
It is estimated, on present technical knowledge, that primary pro- 
duction will increase by 30 per cent by 1975. This improvement 
could be obtained without significant changes in farm employment 
for ‘‘if the present relationship of wages to other costs and the 
present high levels of general employment continue it would be 
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reasonable to estimate that the farm labour force . . .. would be 
only about twenty to thirty thousand greater than to-day.’’ In a 
dependent economy, which persistently inflates internal demands 
through a variety of measures, it is difficult to envisage the means 
whereby the diversion of resources to meet these demands can be fore- 
stalled unless it be a further multiplication of controls. Yet a sub- 
stantial expansion of export production is paramount for New Zea- 
land’s stability. 

The concluding portions of the survey examine the needs of 
capital investment. Future capital works for housing and all central 
and local government purposes are discussed over some four pages. 
Private and business investment is dismissed in five lines. A study of 
the means of financing development is not encouraging. While the 
importance of voluntary savings is rightly emphasised there is no 
suggestion of the ways by which they could be stimulated. A dis- 
cussion of the real costs of capital formation ignores the effects of 
price changes upon borrowing. 

But the disappointing feature of the survey is the cursory review 
of monetary policy: the bare facts are stated only too briefly. It 
would be refreshing to have some light thrown upon the role that 
interest rates, credit restraints, and capital issues control will play 
in determining a ‘‘balanced programme of capital works’’. 


W. P. HOGAN. 


Economic Survey of Asia and the Far East. (United Nations). (Also 
from H. A. Goddard Pty. Ltd., Sydney). 1950, pp. xxiv + 541, 
27/6 stg. 1951, pp. xxix + 400, 17/6 stg. 


The 1950 volume opens with a summary of resources, income and 
development (191 pages) which is not repeated in the 1951 volume. 
The two chapters on production in the 1950 volume (58 pages) have 
become five chapters covering 73 pages in the 1951 volume. Inter- 
national trade and payments, money, finance and prices are given 
more space in 1951 than in 1950, but the sections on transport and 
on international commercial and financial policies, which were given 
two chapters in 1950, do not appear in 1951. The trend is towards 
producing an economic year-book of the area, rather than an economic 
handbook, but it is hoped that chapters devoted to the more lasting 
aspects of the economy may be included from time to time. Each 
volume contains a wealth of data in the text and many statistical 
tables. 

The 1950 volume shows the immediate effects of the political 
events of that year as evidenced by higher export prices, improved 
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terms of trade, higher money incomes and profits, and favourable 
balances of payments. The peak prices were reached in the first 
quarter of 1951; then a slow decrease set in. The surplus of $1,130 
million in the balance of trade for the region (exclusive of China and 
Japan) in the first half of 1951 became a deficit of $350 million in 
the second half of the year. Inflationary trends were not checked 
to any great extent, partly because development programmes were 
laid down along rigid lines and could not be altered to suit the 
changed economic circumstances. 

In 1949 every country in the area, with the exception of the 
Philippines, experienced a deficit in its balance of payments. In 1950 
only Pakistan had a deficit, and the whole area was benefiting from 
the price boom. In 1951 Pakistan had a surplus, but India and the 
Philippines showed deficits, India to the extent of 1,080 million 
rupees. It is true that most of this deficit was due to a bad harvest, 
but a small part of it was due to a chronic dollar deficit which could 
not be eliminated. 

Both volumes are indispensable to any student of the many 


problems of this area. 
J. GENTILLI. 


ECONOMICA 


(NEW SERIES) | 


This journal is published quarterly by the London School 
of Economics and Political Science, in February, May, August 
and November. It contains articles on all branches of pure and 
applied economics, economic history and statistics, and reviews 
otf the most important contributions to recent economic 
literature. 

83rd Year: New Series, Vol. XX, No. 79, August, 1953 





CONTENTS 

Monopoly and Economic Progress .. .. .. .. .. .. J. Jewkes 
Optimal Production with Fixed Products nee . Marcus Fleming 
The Element of Lottery in British Government Bonds, — 

1694-1919 .. . .. .. Jacob Cohen 
A New Method of Relating British Capital Ownership and 

Estate Duty Liability to Income eae eee ec A. M. Cartter 
A Refutation of Mr. Bernardelli... .. Pee Lancaster 
Ricard’s Correspondence .. .. «2 ce oo os oc oc cc ce Le We EMtGhisOR 


Single Caihie 8/6 stg. 
Annual Subscription, £1/5/- stg. 


All communications should be addressed to the Publications 
Department of the London School of Economics and Political Science, 
Houghton Street, Aldwych, London. 











BOOKS RECEIVED 
A—AUSTRALIAN AND NEW ZEALAND PUBLICATIONS 


BUTLIN, S. J.: Foundations of The Australian Monetary System 1788-1851. 
(Melbourne University Press, 1953). 57/6 Aust. 

To be reviewed. 

Chamber of Agriculture of Victoria: Year Book 1958. 

While primarily concerned with achievements and possibilities for 
agriculture in Victoria and Australia as a whole, the Year Book deals 
with many other factors that directly or indirectly affect our agricul- 
tural policy and makes valuable comparisons with other countries. 

Commerce and Agriculture, Commonwealth Department of: The Papuan 
Rubber Industry Bulletin No. 7 (1952). 

This pamphlet presents the results of a fact-finding investigation 
into the rubber industry carried out by the Bureau of Agricultural 
Economics in 1949. A detailed study was made of the costs structure 
of industry, of the factors affecting its efficiency and also of the 
market for Papuan rubber in Australia and the factors governing the 
demand for it. Considerable changes in the conditions have, of course, 
taken place since the time of the enquiry. 

Commonwealth Bureau of Census and Statistics: Year Book of the Common- 
wealth of Australia, No. 39, 1953. (Canberra, 1953). 10/- (Aust.). 

More than 1,400 pages packed full of statistical information on 
Australia, from every conceivable angle. Every chapter is provided 
with a number of tables and there are also numerous maps. The 
Bureau of Census and Statistics deserves all praise for this magnificent 
and unbelievably cheap presentation of the essential facts of the Aus- 
tralian economy. 

Emigrant Mechanic, An: Settlers and Convicts. (Melbourne University 
Press, 1953). 18/6 (Aust.). 

To be reviewed. @ 

HASLUCK, Paul: The Government and The People 1939-1941. (Australia 
in The War of 1939-1945). (Australian War Memorial, Canberra, 
1953). 25/- (Aust.). 

To be reviewed. 

LENGYEL, S. J.: International Insurance Transactions. (Faculty of Eco- 
nomics and Commerce, Melbourne University, with Wadley and Ginn, 
London, 1953). 

To be reviewed. 

PORTUS, G. V.: Happy Highways. (Melbourne University Press). 30/-. 

Reviewed in this issue. 

NEW ZEALAND, Dept. of Census and Statistics: The New Zealand 
Official Year Book 1953. 15/- N.Z. 

The fifty-eigth issue of the Year Book has been entirely reset, and 
the arrangement of the subjects has been improved. Some of the 
sections have been completely rewritten and some of the results of the 
1951 Census of Population are included in an Appendix. In another 
Appendix information regarding Sources is given. The Year Book 
is an essential mine of statistical information on every aspect of the 
life of the Dominion. 

NEW ZEALAND REHABILITATION BOARD: Report for Year Ended 
81st March, 1953. (Wellington, 1953). 1/- .(N.Z.). 

This report covers the year to March 31, 1953. It provides detailed 
information regarding the various types of assistance given to ex- 
servicemen to enable them to re-establish themselves in civil life. Some 
form of assistance will be restricted after March, 1954 and full-time 
training centres ceased operations in June, 1953. 
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NEW ZEALAND TREASURY DEPARTMENT: New Zealand 1953 Eco- 
nomic Survey. (Wellington, 1953). 

Reviewed in this issue. 

STANNER, W. E. H.: The South Seas in Transition. (Australasian Pub- 
lishing Co. Pty. Ltd., Sydney, 1953). 50/- (Aust.). 

To be reviewed. 

University of Western Australia: University Studies in History and Eco- 
nomics. (University of Western Australia, 1953). 2/6 (Aust.). 

This represents a desirable re-appearance of a series which last 
appeared in April, 1938. The present issue consists of four studies 
and a Foreword by Professor F. Alexander. The studies are (1) “The 
Present State of Research in W.A. History” by F. K. Crowley (2) 
“Alexander Forrest” by G. C. Bolton (3) “The Teaching of History in 
Australian Secondary Schools” by N. R. Collins, and (4) “The 
Character and Relative Significance of Malayan Trade with W.A. 1946- 
1950” by P. C. K. Tan. 


B.—OTHER PUBLICATIONS 


ASHWORTH, W.: Contracts and Finance: History of The Second World 
War. (H. M. Stationery Office and Longmans, London, 1953). 22/6 
net stg. 

To be reviewed. 

BANCO INTERNACIONAL, S.A.: Informador Economico. (Banco Inter- 
nacional, S.A., Mexico City). 

This publication consists of 12 articles reprinted from the monthly 
house organ of the Bank. These articles originally appeared in the 
section of the Bulletin entitled “Road Blocks to Economic Progress.” 
They deal with a variety of subjects and the idea behind the publication 
is that of critical analysis of policies based on the doctrine of economic 
freedom. The Bank maintains that the criticisms are fully justified 
every time such policies are tried or adopted. 

BANK FOR INTERNATIONAL SETTLEMENTS: Twenty-Third Annual 
Report, April, 1952-March, 1953. (Basle, 1953). 

This, the twenty-third, Annual Report of the Bank, contains the 
wealth of information that we have come to expect from the Bank. 
Its discussions of the financing of investment, of price movements, 
foreign exchange rates, capital movements, interest rates, etc., are 
extremely valuable. Its own activities in relation to the financing of 
the European Payments Union and the German external debt are also 
clearly set out in this Report, and the numerous tables and graphs add 
greatly to its value. 

BLACK, J. D.: Introduction to Economics for Agriculture. (Macmillan 
Company, New York, 1953). $6.00. 

To be reviewed. 

BOULDING, K. and STIGLER, G. J. (Edrs.): Readings in Price Theory. 
(Selected by The American Economic Association). (George Allen & 
Unwin Ltd., London, 1953). 30/- net stg. 

Another volume in the valuable series of “Readings” for which the 
American Economic Association is responsible. It brings together all 
the important articles on price theory which the economist will be 
glad to have now under one cover. It also places us further in debt to 
the editors by providing a bibliography of articles on price theory not 
only in English, but also in French, German, Italian and Swedish. 

BRECH, E. F. L. (Ed.): The Principles and Practice of Management. 
(Longmans Green & Co. Ltd., London, 1953). 50/- stg. 22/9 Aust. 

To be reviewed. 

BRITISH COLUMBIA Department of Trade and Industry: Facts and 
Statistics Vol. VI. (1958). 

A statistical summary, supported by diagrams, of various aspects of 
the life of this, the most westerly and third largest of the provinces 
of the Dominion of Canada. 
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BUTTERS, THOMPSON and BOLLINGER: Effects of Taxation on In- 
vestment by Individuals. (Harvard University Business School, Boston, 
1953). $6.25. 

To be reviewed. 

CAIRNCROSS, A. K.: Home and Foreign Investment 1870-1913. (Cam- 
bridge University Press, 1953). 30/- stg. co 

To be reviewed. 

CHAMBER OF COMMERCE OF THE UNITED STATES: The American 
Competitive Enterprise Economy. (Chamber of Commerce of the 
United States, Washington D.C., 1953). One pamphlet 50c. One set 
of 17, $6.00. 

The title of this series of pamphlets gives a guide to the idea of DA 
the Chamber in issuing them. They consist of a series of discussions 
on economic problems, primarily from the American standpoint, and 
entitled “A Study in Economic Principles and Human Wellbeing.” DA 

CHARNES, A., COOPER, W. W. and HENDERSON, A.: An Introduction 
to Linear Programming. (John Wiley & Sons, Inc., New York, 1953; 
Chapman & Hall Ltd., London, 1953). $2.50. 

This slender volume is composed of two parts. Part I was written DA 
by W. W. Cooper and A. Henderson, and presents an economic intro- 
duction to linear programming by outlining the application of the 
methods and techniques to a simple practical problem. The problem is 
to determine an optimal production programme for three grades of 
nuts which are to be mixed according to specified proportions and 
sold at specified prices. No knowledge of mathematics beyond very 
elementary algebra is needed to follow the resulting analysis, but it 
is highly desirable that the reader should have a lively interest in the 
subject and possess a good deal of patience. In Part II Professor A. 
Charnes outlines the mathematical theory of linear programming. DE 
This is a very lucid mathematical presentation and its complete under- 
standing requires a working knowledge of matrix algebra. 

CLEGG, H. A. and CHESTER, T. E.: The Future of Nationalization. (Basil 
Blackwell, Oxford, 1953). 12/6 stg. 

To be reviewed. 

CLEMENCE, R. V.: The Economics of Defense. (The Stackpole Co., 
Harrisburg, Pa., 1953). DE 

The sub-title of this book “A Primer of Defense Mobilization” is 
meant by the author to show that its appeal is primarily to those with 
no previous knowledge of the subject. An analytical treatment with 
simplified models of peacetime, war and defense economies, it examines 
the problems involved in the transfer of resources between different 
uses, the dangers of inflation in American rearmament and the 
various direct and indirect controls called for to effect the required DE 
transfers. In the closing chapter the author asks important questions 
concerning defense mobilization, without feeling that it is possible to 
give definite answers to them. 

COLE, G. D. H.: Socialist Thought—The Forerunners, 1789-1850. (Mac- 
millan’s Overseas Library, London, 1953). 

To be reviewed. DE 

COMMONWEALTH ECONOMIC COMMITTEE: Grain Crops. (H.M. 
Stationery Office, 1953). 5/- net stg. 

This issue covers the post-war years up to 1951 or 1951-52. It shows 
the volume of world production of the principal grains from 1937, 
the increase in yield per acre in some of the most important producing 
countries, but in the case of rice a larger area with a generally de- DE 
creasing yield per acre. Grain exports and imports by countries are 
given, and governmental measures relating to cereals are examined. A 
complete series of tables is also included. 

lat laa ca M. E.: Money and Credit. (Vol. I). (Hestia, Athens, 

1953). 

An investigation of the extent of responsibility of member banks 
and central banks for “credit mismanagement” in which the author | 
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refers to the “antagonistic forces” which shape credit structure while 
central banks and member banks pursue divergent objectives. The 
root of the trouble is thought to be in the gold standard and fallacious 
monetary law, and the two longest chapters in this volume are devoted 
to pointing out the defects seen by the author in the latter. 

COREY, E. R.: Operating Results of Limited Price Variety Chains in 1952. 
(Harvard Business School, Boston, 1953). $2.00. 

This, the twenty-second of the series of studies analysing the 
operating results of retailers in the limited price variety store chains, 
compares the results for 1952 with those for previous years in regard 
to sales, margins, expenses and profits, etc. 

DAHL, R. A. and LINDBLOM, C. E.: Politics, Economics and Welfare. 
(Harper & Brothers, New York, 1953). $5.00. 

To be reviewed. 

DANDEKAR, V. M.: Report on the Poona Schedules of the National 
Sample Survey (1950-51). (Gokhale Institute of Politics and Economics, 
Poona, 1953). Rs. 6, 9/- stg. 

To be reviewed. 

DAYSH, G. H. J. and SYMONDS, J. S.: West Durham. (Basil Blackwell, 
Oxford, 1953). 45/- stg. 

The authors, under a grant from the Nuffield Foundation, examine 
.the problems peculiar to an area depending mainly on coalmining, 
with few alternative avenues of employment, in which the coal re- 
sources are gradually dwindling. They are concerned with “develop- 
ment area” policy generally, with industrial prospects for the area, 
with the possibility of movement of population to other industria] 
areas, in fact with whatever action is necessary to avoid social distress. 
There are several very good maps of the area. 

DEANE, PHYLLIS (Ed.): Bibliography on Income and Wealth, Vol. 2. 
(Bowes & Bowes, Cambridge, 1953). 63/3 Aust. 

Volume 2 of this bibliography carries on from the end of 1947, the 
point reached by Volume 1, to the end of 1949. The works listed are 
classified under a number of appropriate headings and a special 
section is devoted to estimates and analyses by countries, with an index 
of these. There is also an index of authors whose works are listed. 

DEO, P. F. C.: Financial Position of the Government of India. (New Pub- 
lishers, Delhi, 1953). Re. 1/-/-. 

The author of this booklet is a member of the Council of States 
from Orissa. He examines the budgetary weaknesses of Central Govern- 
ment, analyses the loan position and sets out the remedies he advo- 
-~ bg an improvement in the financial position of the Government 
of India. 

DEPARTMENT OF TRADE AND COMMERCE, OTTAWA: Private and 
Public Investment in Canada (with Supplement). (Queen’s Printer 
and Controller of Stationery, Ottawa, 1953). 

In this publication the Department of Trade and Customs endeavours 
to assess the outlook in regard to private and public investment for 
1953. Regional estimates are provided in the Supplement. 

DEPARTMENT OF TRADE AND COMMERCE, OTTAWA: Supply of 
Building Materials in Canada. (Queen’s Printer and Controller of 
Stationery, Ottawa, 1953). 

This publication of the Department of Trade and Customs deals with 
the prospects for the present year regarding the supply of building 
materials. 

DEUTSCHE EUROPA-AKADEMIE: Internationaler Steuerbelastungs- 
vergleich, Band II. (Die Besteuerung des gewerblichen Gewinnées). 
(International Comparison of the Weight of Taxation—Vol. II. Taxa- 
tion of Industrial Profits). (Verlag fiir Geschichte und Politik, Frank- 
furt a.M., 1952). 

This is a survey of industrial taxation in four parts. Parts I and 
II concern the United States and Canada, Part III Great Britain, and 
Part IV the German Federal Republic (Western Germany). For 
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U.S.A., federal income tax on industry, corporation and excess profits 
tax, the taxes of the States and municipalities are dealt with. Similarly 
the section on Canada discusses taxation raised by the Dominion, 
provinces and municipalities. The U.K. income tax, surtax, profits 
tax and rates are examined, and for Western Germany, income tax and 
corporation tax, with emphasis on the method of estimating profits. 

meee et M. R.: Air Transport in India. (Vora & Co., Bombay). 1953. 
Rs. 6/8. 

This story of aviation in India deals with its development since its 
inception, and discusses the problem of high costs which are largely 
responsible for the fact that the Indian public is not greatly air- 
minded. It discusses the proposal for a merger of the air companies, 
and the placing of air transport in the hands of public corporations, 
and presents the case for the building up of an aircraft industry in 
the country. 

DUE, J. F.: Provincial Sales Taxes. (Canadian Tax Foundation, Toronto, 
1953). $2.50 (Can.). 

This is Tax Paper No. 7 of the Canadian Tax Foundation. It 
presents the findings of a thorough-going survey undertaken in 1952 
into the retail sales taxes of the Provinces, covering rates, yields, 
relation to income, cost of collection, exemptions, checks and other 
important aspects of this method of raising Provincial revenues. 

ECONOMIC CO-OPERATION ADMINISTRATION: The Sterling Area 
—An American Analysis. (E.C.A.). $8.00, £1/1/- stg. 

Reviewed in this issue. 

GADGIL, D. R.: Poona—A Socio-Economic Survey (Part II). (Gokhale 
Institute of Politics and Economics, Poona, 1952). Rs. 15, 30/- stg. 

This is the second volume of a report by the Gokhale Institute on 
a social survey of Poona City. The strrvey was conducted during 1937 
and the first volume was published in 1945 and reviewed in the June, 
1946 issue of The Economic Record. Unfortunately pressure of work 
delayed the publication of this volume which is mainly devoted to 
housing, education, public health and community organisation. Since 
1940 the population of Poona has expanded at a rapid rate so that 
the survey presents a picture of the city at the end of an historical 
period. Nevertheless the data in the two volumes provide very useful 
and illuminating information regarding the distribution of income 
(or poverty), housing and other living conditions in an Indian city. 

GAYER, A. D., ROSTOW, W. W. and SCHWARTZ, Anna J.: The Growth 
and Fluctuation of the British Economy. (Oxford University Press, 
1953). Vols. I and II. 147/- stg. 

To be reviewed. 

GERSCHENKRON, A.: A Dollar Index of Soviet Machinery Output, 1927- 
28 to 1937. (Rand Corporation, Santa Monica, Calif., 1951). 

To be reviewed. 

GREBLER, L.: The Role of Federal Credit Aids in Residential Construc- 
rey (National Bureau of Economic Research, Inc., New York, 1953). 

1.00. 

The N.B.E.R. is carrying out an investigation into the long term 
trends in capital formation and financing in various sectors of the 
U.S. economy. Professor Grebler’s study is a preliminary report 
covering federal credit aids in so far as they affect non-farm residential 
construction during the last seventeen years. Separate sections deal 
with (1) New Housebuilding under Federal Housing Administration 
and Veterans’ Administration Programmes; (2) Importance of Federal 
Programmes in Mortgage Finance; (3) The Future of Federal Credit 
Aids, and Prof. Grebler presents several important factual conclusions. 

GUTIERREZ, G.: El Desarrollo Economico de Cuba. (Junta Nacional de 
Economia, La Habana, 1952). 

HANSEN, A. H.: A Guide to Keynes. (McGraw-Hill Book Co., New York, 
1953). $3.75. 

To be reviewed. 
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HOOD, Wm. C. and KOOPMANS, T. C. (Edrs.): Studies in Econometric 
Methods. (John Wiley & Sons Inc., New York, 1953). $5.50. 

To be reviewed. 

HSIA, R.: Price Control in Communist China. (Institute of Pacific Re- 
lations, New York, 1953). $1.50. 

This is a pioneer study which, commencing with an account of the 
severe inflation under the Nationalist Government of China and the 
relative price stability subsequently achieved, examines carefully the 
changes that have occurred and endeavours to find answers to the 
question why the Communist Government was able to stop the violent 
price rises and achieve relative stability, together with a number of 
other questions on methods of economic control. 

HURSTFIELD, J.: The Control of Raw Materials. (History of The Second 
World War). (H.M. Stationery Office, London, 1953). 35/- stg. 

To be reviewed. 

HUTTON, G.: We Too can Prosper. (George Allen & Unwin, London, 
1953). 12/- stg. 

To be reviewed. 

INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH, JAMAICA: 
Social and Economic Studies. (Jamaica, 1953). 5/3 stg. $0.75. 

The Institute is attached to the University College of the West 
Indies and is financed by a grant from the U.K. In this first issue 
(Feb. 1953) are brought together four reports on work undertaken 
by or in association with the Institute. The first, and by far the 
longest, by H. D. Huggins on “Employment,- Economic Development 
and Incentive Financing in Jamaica”, does not cover so wide a field 
as the I.B.R.D. Report on Jamaica. Mr. G. E. Cumper deals with 
“Productivity of Selective Industrialization’, Mr. H. T. Smith with 
“Family Organization in British Guiana” and Mr. L. Brown writes on 
“Urban Research in the Caribbean.” Further issues will be awaited 
with considerable interest. 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP- 
MENT: The Economic Development of Ceylon. (The Johns Hopkins 
Press, Baltimore, 1953). $7.50. 

To be reviewed. 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP- 
MENT: The Economic Development of Nicaragua. (The Johns Hop- 
kins Press, Maryland, 1953). $5.00. 

This report of a mission organised by the I.B.R.D. at the request 
of the government of the country considers that few under-developed 
countries have so great possibilities for growth and economic progress 
as Nicaragua, the largest country in Central America. It sets out the 
obstacles which have impeded its development, and shows in what 
direction improvement is possible. The five-year programme recom- 
mended requires a minimum investment of $59 m. (optimum $76 m.) 
and points out the importance of completion of a network of high- 
ways, improvement of port and rail facilities, investments in agricul- 
ture and power coupled with advances in the health and educational 
facilities available to the population. 

JAMIESON, A. B.: Chartered Banking in Canada. (Ryerson Press, Tor- 
onto, 1953). $5.00 (Can.). 

To be reviewed. 

KOKKALIS, A.: The Origin of Profit and the Relationship Between Pro- 
fit and Wages. 

This pamphlet discusses in a very abbreviated form the problem of 
profit and its relationship to wages, which was treated by the author 
at greater length in his books published in Greek and German. 

KORNER, E.: The Law of Freedom as the Remedy for War and Poverty. 
(Williams & Norgate Ltd., London, 1953). Vols. and II. 21/- stg. each 

To be reviewed. 

KUZNETS, S.: Shares of Upper Income Groups in Income and Savings. 
(National Bureau of Economic Research Inc., New York, 1953). $9.00. 

To be reviewed. 
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LANGER, P. F. and SWEARINGEN, A. R.: Japanese Communism. (In 


stitute of Pacific Relations, New York, 1953). 

An annotated bibliography in English of works in the Japanese 
language, prepared under the auspices of the University of Southern 
California, the Rockefeller Foundation and the Institute of Pacific 
Relations. 


LERNER, A. P.: Essays in Economic Analysis. (Macmillan & Co., London, 


1953). 28/- stg. 
To be reviewed. 


MOORE, A. M. and PERRY, J. H.: Financing Canadian Federation. 


(Canadian Tax Foundation, Ontario, 1953). $1.00 (Can.). 
Reviewed in this issue. 


MUNSHI, M. C.: Industrial Efficiency. (Vora & Co., Bombay, 1953). R 


8, $2.00. 

The author of this work examines the different uses of the term 
efficiency, its role as a determinant of economic progress and as a 
cause of change, and seeks an answer also to the question what are the 
criteria of industrial progress. He analyses the differences between the 
under-developed and the developed economies and shows that economic 
aid will not by itself achieve substantial progress. Measurements of 
productivity are discussed but are believed to be limited in value and 
for his own country (India) he gives a detailed analysis of the 
Industries (Control and Development) Act and of the Five Year Plan, 
which is very informative. 


McNAIR, MALCOLM P.: Operating Results of Department and Specialty 


Stores in 1952. (Harvard Business School, Boston, 1953). $5.00. 

This Bulletin is the thirty-third annual report in the Harvard 
series. Section I as usual gives a summary of results and current 
trends. Section II consists of comprehensive tables setting forth the 
common and middle range figures for all the volume groups of depart- 
ment and specialty stores according to the conventional classifications. 
Section III describes and illustrates procedures for expense classi- 
fication and control which, though not entirely new, have only recently 
begun to come into wider use; some tentative productivity comparisons 
for about twenty expense centres in stores with sales over $1 million 
are presented. Section IV is devoted to various special analyses, includ- 
ing comparisons relating to space productivity, to branch stores, to 
spring and fall seasons. A useful supplementary and explanatory 
Appendix concludes the Bulletin. 


NATIONAL BUREAU OF ECONOMIC RESEARCH, INC.: Business 


Cycle Research and the Needs of Our Times. (New York, 1953). 

The twenty-third Annual Report of the Bureau contains, in addition 
to a statement of activities during 1952, reports of members of the 
staff of the Bureau on their research in various fields and an address 
by Dr. Arthur Burns on “Business Cycle Research and the Needs of 
Our Times.” In this he discusses the role of economic research as a 
guide to policy and stresses the need for better understanding of the 
effectiveness of governmental business cycle policy. 


NURKSE, R.: Problems of Capital Formation in Underdeveloped Countries. 


(Basil Blackwell, Oxford, 1953). 15/- stg. 
To be reviewed. 


OXFORD ECONOMIC PAPERS, Vol. 4. (Oxford University Press, 1952). 


22/6. Aust. 

The high reputation of Oxford Economic Papers during the period 
when it appeared only at irregular intervals has been more than 
justified since regular publication three times a year began in 1949. 
It now has a recognized and authoritative place amongst economic 
publications and the present issue is of the high quality we have learned 
to expect. 


PALVIA, C. M.: An Econometric Model for Development Planning (with 


Special Reference to India). (Institute of Social Studies, ’s Graven- 
hage, 1953). 
To be reviewed. 
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HORACE PLUNKETT FOUNDATION (Ed.): Year Book of Agricultural 
Co-operation, 1953. (Blackwell & Mott Ltd., Oxford, 1953). 21/- stg. 
This volume opens with an inquiry into the credit needs of the small 
market gardener, followed by an account of some principles of co- 
operative development. The latter consists of extracts from a report 
by M. Colombain to the Government of Turkey in 1950, as a result 
of the Technical Assistance Mission carried out by him at the invitation 
of the I.L.0. The volume concludes with an account of co-operation 

in various countries. 

POPESCU, O.: Espacio y Economia. (Universidad Eva Peron, Bahia 
Blanca, 1953). 

PURCELL, V.: The Colonial Period in South-east Asia. (Institute of 
Pacific Relations, New York, 1953). $1.00. 

A condensed version, in mimeographed form, of a longer study 
intended as an historical introduction to a political and economic survey 
of South-east Asia. The author makes it clear that this outline is 
derived mainly from European sources, but he hopes to include chapters 
written as far as possible from Asian sources in the completed survey 
to be published later. 

QUENOUILLE, K. H.: Associated Measurements. (Butterworths Scien- 
tific Publications, London, 1952). 49/6 Aust. 

To be reviewed. 

RIEDLE, H.: Hermann Heinrich Gossen. (P. G. Keller, Winterthur, 
1953). 12 fr. (Swiss). 

To be reviewed. 

RIGGLEMAN, J. R.: Problems in Business Statistics. (McGraw-Hill 
International Corporation, New York, 1952). 

In this manual only are now presented the major problems which 
were given in the text of the earlier issues of Riggleman and Frisbee’s 
Business Statistics. The manual therefore supplements that work, and 
in doing so provides a series of exercises to test the student’s progress. 
They are intended in the first place for laboratory use, but are also 
suitable for non-laboratory work. The manual should be of great 
value to all who work with the principal text-book. 

ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS: World Pro- 
duction of Raw Materials. (1953). 7/6 stg. 

One of the Institute’s valuable Information Papers. After a pre- 
liminary survey in which the different categories of raw materials 
are distinguished, their geographical distribution and recent trends 
in production are referred to. A second section provides notes on the 
sources and uses of the various materials, and a third section contains 
a number of tables in which appear details of the volume of world 
production. 

ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS: Springs of 
Canadian Power. (Royal Inst. of International Affairs and Oxford 
University Press, Oxford, 1953). 3/6 stg. 

A discussion of the main factors behind Canada’s economic strength 
and her place in the world. Various developments planned and in 
process of execution are examined, including the projected St. Law- 
rence seaway, and the planned expansion in the production of the 
most important minerals. 

SAVEANU, L.: Tres Contribuciones a la Teoria del Circuito Economico. 
(Universidad Eva Peron, Bahia Blanca, 1953). 

SCHULTZE, J. H.: Stadtforschung und Stadtplanung. (Walter Dorn Ver- 
lag, Bremen, 1952). DM. 6. 

A study of the relationship between those sciences which investi- 
gate urban problems (such as Geography, Sociology, Hygiene, Eco- 
nomic History, Architecture, etc.) and town planning. After a world- 
wide survey of towns, starting with the Egyptian town of Kahun, about 
1900 B.C., reconstruction problems in present-day Germany are dis- 
cussed in detail. The influence of Europe on colonial settlements is 
traced; whilst South and Central America are dealt with at length, there 
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is hardly a reference to Australia. There are 15 interesting town 
plans, starting with Kufu (China) 551 B.C. 

SHEHAB, F.: Progressive Taxation. (Oxford University Press, 1953). 
51/6 Aust. 

To be reviewed. 

SNODGRASS, CATHERINE P.: The County of East Lothian. (Oliver 
& Boyd, Edinburgh and London, 1958). 20/- stg. 

A statistical account of one of the most famous Scottish counties, 
with highly developed agricultural, mineral and other resources. In 
the first part of the book which deals with “The County”, there are six 
chapters (1) Physical Basis, (2) History, (3) Population, (4) Eco- 
nomic Activities, (5) Public Services, (6) Voluntary Societies. The 
second part, “The Parishes”, has five chapters covering the districts 
into which the county may be divided and a final chapter entitled 
“Present State and Future Prospects.” Altogether a thorough-going 
and valuable account of this important part of Scotland. 

STACKELBERG, H von: The Theory of the Market Economy. (William 
Hodge & Co. Ltd., London, 1952). 25/- stg. 

This is a translation of the 2nd German edition published in 1948 
and reviewed in the June, 1949 issue of the Economic Record. The trans- 
lator (A. T. Peacock) in his Introduction discusses briefly Stackelberg’s 
methodology in relation to the German tradition. The four year lag 
in the appearance of the English translation has not robbed this book 
of its value as an advanced text in “microeconomic” theory. 

STEINDL, J.: Maturity and Stagnation in American Capitalism. (Basil 
Blackwell, Oxford, 1952). 30/- stg. 

To be reviewed. 

STISSER, R.: Grundgedanken, Methoden und Ergebnisse der schweiz- 
erischen Agrarmarkt- und Ernéhrungspolitik. (Institut fiir Welt- 
wirtschaft). Kiel, 1953. DM. 15. 

The main natural factors influencing Swiss agriculture are first 
dealt. with, and special attention is drawn to the predominance of 
small-scale and mountain farming. The two main aims of Swiss 
agrarian policy from 1938, stable farming income and change from 
pastoral to arable farming, are examined in detail. The author shows 
to what extent these two aims have been achieved, and discusses the 
new agrarian laws, the change in the type of exports, income from 
rural products, tariff policy and subsidies and their influence on the 
federal budget. The main question is whether or not the Swiss national 
economy can carry the high production costs of its rural industries. 

SURANYI-UNGAR, T: Comparative Economic Systems. (McGraw-Hill 
International Corporation, New York, 1952). $5.50. 

To be reviewed. 

TENNESSEE VALLEY AUTHORITY: T7.V.A.—Two Decades of Progress 
Annual Report for year ended 30/6/1952. (U.S. Govt. Printing Office, 
Washington, 1953). 

In this pamphlet we have the principal text of the Authority’s 
Report to Congress for the year ended 30th June, 1952. It deals with 
the problems the Authority has had to face, and gives details of its 
operations in the fields of power and water control, outlining also the 
developments in chemical engineering, fertilizers, forest use, etc. 

TINBERGEN, J.: On The Theory of Economic Policy. (North-Holland 
Publishing Co., Amsterdam, 1952). 13/- stg. 

To be reviewed. 

UNESCO: Education in a Technological Society. (Paris, 1952). $0.75, 
4/- stg., 200 fr. 

An international conference of experts put forward certain pro- 
posals for developing the educational systems of member States to 
meet their technological needs. These proposals are recorded in this 
slim volume and a series of questions addressed to UNESCO member 
States is added; the replies to such questions being intended to form 
the basis of a report for the executive Board and UNESCO Confer- 

ence for action. 
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UNESCO: International Social Science Bulletin. (Vol. IV. Nos. 1, 2, and 
4. Paris, 1952). 1.00, 6/- stg., 300 fr. 

UNESCO: The Community Factor in Modern Technology. (Paris, 1952). 
$1.00, 6/- stg., 300 fr. 

Studies in six countries of ways of developing community life within 
the environment of modern industry. The general problem is one of 
giving to every man in the present industrial environment “the mental 
and emotional life” which only membership of a community can give. 
The belief is expressed that “industry can play a major role in main- 
taining existing communities and in fostering the growth of new 
communities.” We need to know how to substitute human responsibility 
for futile strife and hatred and to work out “methods of solving new 
problems and communicating and integrating the necessary skills.” 

U ack O: Theses in the Social Sciences. (Paris, 1952). $1.25, 7/6 stg., 

i 

An international analytical catalogue of unpublished theses pre- 
sented for doctorates from 1940 to 1950. 

UNITED NATIONS: Catalogue of Economic and Social Projects of The 
United Nations and The Specialized Agencies 1953. (New York, 1953). 
$1.00, 11/- stg. 

The issue for 1953 describes and indexes the work of the U.N. 
Secretariat and its specialized agencies in the economic and social 
fields, covering both work in progress in 1952 and setting out the 
programmes for 1953. 

UNITED NATIONS: Economic Survey of Europe Since the War. (United 
Nations, 1953). 25/- stg. 

To be reviewed. 

UNITED NATIONS (ECAFE): Mobilization of Domestic Capital—Re- 
port and Documents of the First Working Party of Experts. (Dept. 
of Economic Affairs, ECAFE, Bangkok, 1952). $1.50. 

Reviewed in this issue. 

UNITED NATIONS: Report on a Special United Nations Fund for 
Economic Development. (New York, 1953). $0.50, 3/9 stg. 

A plan for a Special Fund to provide grants and long term loans 
at a low rate of interest to under-developed countries to assist their 
economic development. The Committee which prepared this Report 
makes specific recommendations on the income of the Fund, and its 
disbursement, the principles and policies involved in its operations, 
and gives in some detail an account of how it considers the Fund 
might work. 

UNITED NATIONS: Statistical Year Book 1952. (New York, 1953). 
Cloth $7.50, 55/- stg. Paper $6.00, 45/- stg. 

This large volume of tables in both English and French with in- 
dexes in the same languages is one of the things for which we must be 
grateful to the U.N. No other organization could have hoped to deal 
satisfactorily with the task of providing such a variety of statistical 
information for the world at large as is contained within the covers 
of this volume. 

UNITED NATIONS: World Economic Report, 1951-52. (New York, 
1953). $1.50, 11/- stg., 6.00 fr. (Swiss). 

The fifth of this valuable series of comprehensive reviews of world 
economic conditions. It analyses major developments in economic 
activity in various countries and in international trade and payments 
during 1951 and 1952, on the basis of data officially provided by the 
governments of the countries under review. 

UNIVERSITY OF KENTUCKY: Kentucky Income Payments by Counties 
1939, 1947, 1950 and 1951 (Bulletin No. 26). (Bureau of Business 
Research, Univ. of Kentucky, 1953). 

The title of this slim volume is sufficiently explanatory. It provides 
estimates of income payments for 1939, 1947, 1950 and 1951 for the 
separate counties in the State. Both total and per capita incomes are 
given, and there is also a section in which the method of making the 
estimates is explained. 
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UNIVERSITY OF MARYLAND: Developed and Undeveloped Countries 
in International Economics. (Bureau of Business & Economic Research, 
Maryland, 1953). 

How are “undeveloped” countries to be distinguished from “develop- 
ed” countries and what are the successive steps which might be taken 
in the course of transition from the former to the latter category? 
This study considers such questions, points out variations in social and 
economic systen:s and relationships, the requirements for development 
in a satisfactory manner and the next steps that appear to be desirable. 

UNIVERSITY OF MARYLAND: Maryland Unemployment Compen- 
sation. (Bureau of Business and Economic Research, Maryland, 1953). 

One of the studies of the economy of this State, to follow those 
which have been appearing regularly since 1947. The economic 
problems studied are combining to build up a complete picture of the 
State’s economy. The present study covers the experience of selected 
industries, of fundamental importance, in regard to compensation in 
the case of unemployment. 

VINER, J.: International Trade and Economic Development. (Oxford 
University Press, 1953). 23/9 Aust. 

This slim volume consists of six lectures delivered by Prof. Viner 
at the National University of Brazil in 1950. He rather defends the 
classical theory of international trade against some of the recent 
attacks on it. While admitting that it was not entirely satisfactory 
he suggests that its emphasis on the long run, and on the importance 
of changes in the volume of money and price elasticities of import 
demand and export supply was valuable. He discusses the causes of 
the lagging development of the under-developed countries and the 
possible means for the encouragement of advance on their part, and 
has some trenchant criticism to offer of the stagnation thesis, though 
he states it in terms which would probably not be generally accepted 
by those who support it. 

WILLIAMS, J. H.: Economic Stability in a Changing World. (Oxford 
University Press, 1953). 42/6 Aust. 

To be reviewed. 

WOLD, H. and JUREEN, L.: Demand Analysis. (John Wiley & Sons Inc., 
New York, 1953). $7.00. 

To be reviewed. 

ZIMMERMAN, L. J.: The Propensity to Monopolize. (North-Holland 
Publishing Company, Amsterdam, 1952). 15/- stg. 

To be reviewed. 





POPULATION STUDIES 


A JOURNAL OF DEMOGRAPHY 
Vol. VII, No. 1. CONTENTS July, 1953 


Summaries of Contents 


MICHAEL BANTON. Recent Migration from West Africa and the West 
Indies to the United Kingdom. 


CICELY WATSON. Housing Policy and Population Problems in France. 
PER RAMHOLT. Nuptiality, Fertility and Reproduction in Norway. 
R. P. DORE. Japanese Rural Fertility; Some Social and Economic Factors. 


Book Reviews. 
Books and Publications Received. 
Subscription price per volume of three parts is 30/- net, post free. 
Published for the POPULATION INVESTIGATION COMMITTEE 
by the CAMBRIDGE UNIVERSITY PRESS, 


Bentley House, 200 Euston Road, London, N.W.1 
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Eeonomia Internazionale 


Quarterly Review 
Vol. VI, No. 1-2 February-May, 1953 


PROCEEDINGS OF THE INTERNATIONAL STUDY MEETING ON 
THE ECONOMIC PROBLEMS OF THE EUROPEAN FEDERATION 
(Genoa, September 11-14, 1952) 


Vol. VI, No. 3 SUMMARY August, 1953 


A. D. BILIMOVICH, A Model of the Undulatory Economic Process.—A. 
FRANCHINI-STAPPO, Di alcune condizioni relative all’ accrescimento del 
reddito nazionale.—B. F. HOSELITZ, Social Structure and Economic Growth. 
—V. MARRAMA, Intorno al concetto di sviluppo economico.—J. RUEFF, 
Influences Regulating the Amount of Currency and the Institutional Prob- 
lem of Money.—T. BALOGH, Ripresa economica attraverso la depressione: 
note sulla situazione britannica—J. VAN DER MENSBRUGGHE, La 
politique commerciale de la Communauté Européenne du Charbon et de 
l’Acier.—S. POSTHUMA, Note on Convertibility—H. WARIS and V. PRO- 
COPE, The Problem of Compensating Property Losses: Experiences Gained 
from the Compensation Policy for Displaced Persons in Finland.—W. 
ROBERTSON, A Note on the Sterling Area Dollar Pool. 


Bollettino Bibliografico ed Emerografico: Books Review—Titles of articles 
on recent periodicals—Summary of articles issued on recent periodicals. 
Annual Subscription to “Economia Internazionale” Lit. 5.000. 


Applications for subscription and correspondence should be addressed to 
Direction, Istituto di Economia Internazionale, via Garibaldi 4, Genova, Italy. 





ATLAS PUBL. & DISTR. CO. LTD., London; G. E. STECHERT & CO., New York; HERMANN 
G CIE., Paris; NICOLA ZANICHELLI, Bologna; H. BOUVIER u. CO., Bonn a/Rh; 
Y. VILLEGAS, Madrid; F. MACHADO & CIA, Porto; FRIEDRICH KILIAN’S NACHFOLGER, 
Budapest; F. ROUGE & CIE., Lausanne; THE MARUZEN COMPANY, Tokyo. 


“SCIENTIA” 


INTERNATIONAL REVIEW OF SCIENTIFIC SYNTHESIS 


(A REVIEW COVERING ALL SCIENCES) (1953 — 47th year) 


Chief Editor : P. BONETTI 


Scientific Committee: G. ABETTI, R. ALMAGIO, G. CALO, F. GIORDANI, G. GOLA, 
M. GORTANI, A. C. JEMOLO, G. LEVI DELLA VIDA, E. PERSICO, P. RONDONI, F. SEVERI. 


“SCIENTIA” is the only review of its type which—has a world-wide circulation—deals with 
the most recent and fundamental problems of all branches of science—can boast among 
its contributors of the most illustrious men of science in the whole world — publishes 
the articles in the native language of their Authors (English, French, Italian, German, 
Spanish). Each issue includes a Supplement containing the complete French translation of 
the articles which in the text are published in language other than French. 


“SCIENTIA” has therefore a very strong appeal to the scientific-minded reader all over 
the world. 


Full details and a free back copy will be sent by applying to 
“SCIENTIA,” ASSO (COMO, ITALY) 


sending 1 sh. 11 d., or equivalent amount in other currency, preferably air-mail postage 
stamps of your country, merely to cover packing and ‘postage. 


For a number of the current year, please send 8 sh., or equivalent amount in other 
currency, which will be deducted from the subscription price. 


Annual Subscription: £4/4/- stg. 











TRE 


BANKER 


A Monthly Review of International 
Banking and Economic Affairs 


In addition to a varied selection of general articles reflecting 
the evolution of international banking and economic arrange- 
ments, each issue contains a comprehensive survey of banking 
and monetary affairs in all parts of the world. This enables 
bankers, merchants and economists to keep in touch with impor- 
tant developments, both internationally, and in relation to 
individual countries. 


No other international magazine deals in such detail with 
the activities and effectiveness of modern economic organiza- 
tions and international agencies. 


Special attention is given to banking problems, and there 
are important articles dealing with varying aspects of banking 
practice in many countries. 


THE BANKER its published at the beginning of each 
month, It ts sent post free to any part of the world for 
£1-10-0 sterling. The price for single issues ts 2/6. 


Editorial Offices, 
22 RYDER STREET, LONDON, S.W.1 


Advertisement Department, 


9-11 POULTRY, LONDON, E.C.2 


For subscriptions, write to the Publisher, 


72 COLEMAN STREET, LONDON, E.C.2 


THE BANKER IS THE ONLY MAGAZINE OF INTERNATIONAL 
BANKING, FINANCE AND ECONOMICS. 
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HISTORICAL STUDIES 
Australia and New Zealand 


Chairman of Editorial Board: R. M. Crawford. 

Editor: A. M. McBriar. 

Associate Editors: June Philipp, A. L. Burns, J. L. O’Brien, G. Serle. 
Treasurer: R. F. Ericksen. 


Vol. 6, No. 21 CONTENTS November, 1953 
David Syme and Elective Ministries in Victoria .. .. Tater ees ow 
Origins of the Probation System in Van Diemen’s ieee WM i On Eee eee 
The British Parliament and Transportation in the 1850’s .. .. .. .. .. .. Margaret Kerr 
Henry George and the Labour Split of 1891 .. .. 0. 2. se oc oe ce oe co of KB Pleard 
Economic Influences in the ‘New Federation Movement’ .. .. .. .. .. .. .. .. A. W. Martin 
British-American Relations During the Spanish American War .. .. .. .. .. R. G. Neale 
Must We Rewrite the History of Imperialism? .. .. .. .. .. .. .. .. .. Lowell Ragatz 
Searching for Historical Source Material in Victoria .. .. P o ee) a6 ee, Ceereee 


Secretary: N. D. Harper, Department of History, tains of Melbourne, 
Carlton, N.3, Victoria. 


Subscription, 21/- p.a. (U.S. and Canada $2.50). Single Copies 10/6 
Published twice yearly in May and November. 


THE UNIVERSITY OF MELBOURNE 





The Eeonomie Journal 


The Quarterly Journal of the Royal Economic Society 





JUNE, 1953 
I. Articles CONTENTS 
A lation, Productivity and Distribution in the British Economy, 
1870-1938 .. . «<<: a aoe hgirane Brown and B. Weber 
aah = Exchange "Rates and * Monopolistic Competition ee us ; H. Brems 
A Comment .. 1. J... R. PL Harrod 
Development Charges’ and “The Compensation-Betterment Problem weed . R. Turvey 
A Model of Income Distribution .. . EE LO er G. Champernowne 
Choice in Psychology and as Economic. Assumption | re ae eee eT Macfie 
Notes on User Cost .. are > ». Scott 
Wage Claims and the Pace “of Inflation (1943- 51) . oes ve g: "Peacock and ‘Ww. J. L. Ryan 
II. Reviews 
III. Notes and Memoranda 
Ceteris Paribus for Supply Curves .. .. +e Se. 66-00 Lae ee eeecew ea 
Fluctuations in Incomes of Primary Producers. o Tarere, sf | 
A Suggested Amendment to the International Monetary Fund Charter. oer * N. Behrman 
Official Papers: The Geographical Distribution of Assessed Incomes .. .. .. .. P. Deane 
Food Consumption and Expenditure .. .. 2. 2s os os ce cs co ce cs ce co co S de Prais 


Current Topics 
IV. Recent Periodicals and New Books 
TEN SHILLINGS NET 
MACMILLAN & CO. LTD., St. Martin’s Street, London, W.C.2 


Applications for Fellowship to THE SECRETARY, ROYAL ECONOMIC SOCIETY, 
4 Portugal Street, Kingsway, London, W.C.2 

Annual Subscription, £1/10/-. The Subscription includes the Quarterly ECONOMIC 
JOURNAL, an Economic History Series, Special Memoranda, Statistical Bulletins, and 
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